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The  Cooperative  Research  and  Service  Divi  sion  conducts  re  search  studies 
and  service  activities  relating  to  problems  of  management ,  organization, 
policies ,  merchandising ,  sales,  costs,  competition,  and  membership  aris- 
ing in  connection  with  the  cooperative  marketing  of  agricultural  products 
and  the  cooperative  pure hase  of  farm  supp I le  s  and  services;  publishes 
the  results  of  such  studies;  confers  and  advises  with  officials  of  far- 
mers c oop erativ e  associations;  and  cooperates  with  educational  agencies , 
cooperative  associations,  and  others  in  the  dissemination  of  information 
relating  to  cooperative  principles  and  practices. 
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DIRECTOR  OF  INFORMATION  AND  EXTENSION 
FARM  CREDIT  ADMINISTRATION 
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WASHINGTON  25,  0.  C. 


SUMMARY 


The  quantity  of  milk  delivered  to  plants  and  dealers  in  Georgia  in  1946 
was  nearly  three  and  one  half  times  that  delivered  in  1936.  During 
those  10  years  milk  production  increased  only  13  percent  in  the  State. 
This  shift  in  utilization  of  milk  affected  operations  in  existing  milk 
plants  and  stimulated  development  of  new  plants.  Some  of  the  latter  are 
owned  and  operated  by  farmers'  cooperatives. 


The  volume  of  milk  handled  by  cooperatives  has  increased  considerably 
and  in  1946  represented  nearly  one-fourth  of  that  delivered  as  whole 
milk  to  plants  and  dealers  in  the  State.  This  increase  has  occurred 
despite  11  dairy  cooperatives  discontinuing  operations.  Some  of  those 
associations  were  bargaining  organizations,  never  actually  handling  milk 
for  their  members,  and  others  converted  into  proprietary  concerns  even 
though  they  had  not  incurred  financial  losses. 


Nine  dairy  cooperatives  were  operating  plants  in  Georgia  in  April  1947. 
The  oldest  was  incorporated  in  1930.  Five  were  organized  since  1942. 
Seven  other  cooperatives,  incorporated  during  the  past  several  years , 
planned  in  early  1947  to  operate  dairy  plants  before  the  end  of  the  year. 


No  two  of  the  cooperatives  active  in  April  1947  were  exactly  alike  in 
either  organization  or  operation.  The  five  oldest  were  organized  on  a 
capital  stock  basis  and  the  others  as    nonstock  corporations. 


Eight  of  the  9  cooperatives  process  and  distribute  bottled  milk.  The 
ninth  receives  milk  and  ships  it  in  bulk  to  pasteurizing  and  bottling 
plants.  The  markets  in  which  the  associations  sell  their  products  vary 
considerably  as  to  population,  presence  or  absence  of  price  regulation 
by  State  authorities,  and  in  farm  and  plant  sanitary  inspection. 

One  cooperative  sells  at  wholesale  to  vendors  only  with  retail  sales 
conducted  through  association-operated  stores.  Another  distributing 
cooperative  operates  a  number  of  retail  stores.  In  common  with  the 
remaining  six  distributing  associations,  however,  it  also  sells  at 
wholesale  and  retail  through  routes. 

Sharp  seasonal  fluctuations  in  plant  receipts  of  milk  create  operational 
problems.  Recognizing  that  maximum  efficiency  in  the  plants  will  not  be 
achieved  until  milk  production  on  farms  has  become  more  nearly  uniform 
throughout  the  year,  several  cooperatives  have  given  attention  to 
reducing  seasonal  variations  in  production. 

The  relative  importance  of  the  several  sources  of  capital  has  varied 
among  the  group.  All,  however,  have  relied  heavily  on  capital  contri- 
butions of  producer-patrons.  Most  of  the  associations  have  adopted  the 
revolving  fund  plan  to  finance  operations  and  to  ensure  equitable 
treatment  of  patrons.      All   the  associations  operating  plants  during 
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April  1947  were  in  reasonably  good  financial  condition.  Some  of  the 
younger  associations  had  not  achieved  a  satisfactorily  stable  condition 
but  apparently  no  insurmountable  obstacles  prevent  such  development. 

The  older  and  larger  cooperatives  appear  to  operate  more  efficiently 
than  the  younger  associations.  Differences  in  circumstances,  however, 
prevent  an  exact  appraisal  of  the  relation  of  age  and  of  volume  to 
operating  efficiency. 

In  general,  the  operating  cooperatives  have  done  an  excellent  job  of 
complying  with  principles  and  practices  characteristic  of  bona  fide 
agricultural  cooperatives.  They  have  rendered  valuable  service  to 
members  at  cost.  Substantial  savings  have  been  realized  from  marketing 
milk.  With  but  a  single  exception,  every  cooperative  has  allocated 
those  savings  on  a  patronage  baxis  to  its  producer-patrons. 

Over  80  percent  of  the  milk  received  from  producers  by  Georgia  dairy 
cooperatives  comes  from  members.  The  members  have  complete  control  of 
each  cooperative.  Democratic  representation  is  safeguarded  by  the 
principle  of  one  vote  per  member,  irrespective  of  his  capital  contri- 
butions. 

All  but  one  of  the  dairy  cooperatives  serve  non-member  patrons.  Without 
exception,  all  associations  exercise  selective  control  of  membership 
and  thereby  preserve  a  reasonable  degree  of  harmony  and  unity. 

A  few  cooperators  believe  that  producers  who  did  not  share  in  an  associ- 
ation's financial  burden  and  operating  problems  during  the  first  few 
months  of  its  existence  should  be  excluded  from  membership  when  the 
association  has  demonstrated  its  efficiency.  Such  a  belief  can  lead  to 
dissolution  of  the  cooperative  and  formation  of  a  proprietary  corporation 
that  has  no  more  to  offer  producers  "on  the  outside"  than  any  other  non- 
cooperative  organization.  Apparently  such  a  belief  has  been  one  of  the 
reasons  several  Georgia  cooperatives  that  were  financially  successful 
have  reorganized  into  proprietary  concerns. 

Opportunities  exist  for  the  development  of  new  dairy  cooperatives  in 
Georgia.  Where  an  economic  need  exists,  cooperatives  can  be  of  immense 
value  to  milk  producers.  Increased  emphasis  on  cooperation  among 
existing  and  proposed  associations  could  lead  to  mutually  beneficial 
results.  Disposal  of  surplus  milk  during  months  of  high  milk  production 
is  a  problem  that  might  be  effectively  dealt  with  through  concerted 
action . 

Cooperative  marketing  of  dairy  products  is  firmly  established  in  Georgia 
and  further  progress  is  anticipated.  The  cooperatives  must  face  many 
organizational  and  operational  problems  but  there  is  no  reason  to 
believe  that  solutions  will  not  be  found.  Cooperatives  having  sound 
financial  policies,  adequate  plant  facilities,  and  alert  merchandising 
programs  should  provide  efficient  market  outlets  for  milk  produced  by 
cooperating  farmers. 
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ECONOMIC  ANALYSIS 
OF 

DAIRY  COOPERATIVES  IN  GEORGIA 

By 

Donald  E.  Hirsch 

Agricul  tura  I  Ec onom is  t 

The  last  decade  has  been  one  of  dynamic  development  for  the  dairy 
industry  in  the  Southern  States.  In  Georgia,  production  of  milk 
increased  proportionately  less  than  in  the  nation  as  a  whole  but  changes 
in  marketing  were  far  more  significant  than  in  most  other  States. 
Deliveries  of  milk  to  plants  and  dealers  increased  at  almost  triple  the 
national  rate.  In  1946  almost  three  and  one-half  times  as  much  milk  was 
sold  at  wholesale  from  Georgia  farms  as  in  1936. 

As  the  number  of  potential  consumers  increased  and  incomes  rose  to 
higher  levels,  the  market  for  bottled  milk  and  cream  expanded  in  Georgia. 
As  a  result,  consumption  of  milk  on  farms  decreased.  The  volume  of 
bottled  milk  and  cream  retailed  by  producers  remained  about  the  same  but 
became  relatively  less  important  each  year  as  sales  by  corporate  dis- 
tributors increased.  Wartime  shortages  in  supplies  of  equipment  and 
labor  were  factors  affecting  producer-distributor  businesses.  Stricter 
sanitary  regulations,  particularly  those  requiring  pasteurization  of 
milk  to  be  sold  for  consumption  in  fluid  form,  also  contributed  to  the 
decline  in  importance  of  distribution  by  individual  producers. 

Increased  interest  and  activity  in  cooperative  marketing  accompanied 
these  changes  in  the  dairy  industry  of  Georgia.  In  some  instances, 
producer-distributors  ceased  to  independently  bottle  and  distribute 
milk  produced  on  their  farms  and  merged  their  distributing  operations 
into  cooperative  enterprises.  Other  producers,  who  had  previously  sold 
milk  at  wholesale  to  proprietary  plants,  endeavored  to  increase  their 
incomes  by  marketing  their  milk  cooperatively. 

Farmers'  cooperatives  in  Georgia,  like  those  in  other  sections,  are  an 
economic  tool  for  self-help  that  the  milk  producer  may  use  to  increase 
efficiency  in  marketing  milk  produced  on  his  farm.  They  act  as  a 
channel  through  which  savings  made  in  marketing  milk  are  distributed  to 
individual   farmers.     Thus   cooperatives  themselves  have  no  income,  but 


NOTE:  Acknowledgment  is  made  of  numerous  suggestions,  relative  to  the  form  and  content  of  this 
rerort,  received  from  Irwin  R.  Hedges,  in  charge,  Dairy  Section,  Cooperative  Research  and  Service 
Division.  In  addition,  the  author  is  indebted  to  C.  G.  Garner,  Extension  Economist,  Georgia 
Extension  service,  and  to  all  the  managers  of  the  dairy  cooperatives  in  Georgia,  without  whose 
cooperation  this   report   could  not   have   been  made. 
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the  income  of  their  members,  as  individual  farmers,  is  increased  as  a 
result  of  their  operations.  In  providing  service  at  cost,  cooperatives 
return  to  each  producer-patron  all  amounts  arising  from  the  sale  of  his 
products  that  are  over  and  above  his  fair  share  of  his  association's 
expenses . 

In  common  with  other  States,  Georgia  has  recognized  the  unique  features 
of  the  cooperative  form  of  organization  by  enacting  special  statutes 
under  which  farmers'  cooperatives  may  be  chartered.  The  first  such 
statute  in  Georgia  was  the  Cooperative  Marketing  Act  of  1920.  That  Act 
is  still  on  the  statute  books  but  the  more  comprehensive  Act  of  19211 
has  entirely  superseded  it  insofar  as  dairy  cooperatives  are  concerned. 
All  existing  dairy  associations  are  incorporated  under  the  1921  act. 

This  analysis  of  the  operations  of  dairy  cooperatives  in  Georgia  deals 
with  cooperative  marketing  of  dairy  products  in  an  area  which  heretofore 
has  not  been  a  field  of  inquiry  for  students  of  cooperation.  Consider- 
able interest  in  the  establishment  of  milk  marketing  cooperatives  exists 
in  many  areas  of  the  South.  This  appraisal  should  provide  information 
of  use  to  farmers  planning  to  form  new  organizations  that  are  to  perform 
functions  similar  to  those  of  the  dairy  cooperatives  in  Georgia,  and  to 
those  striving  to  increase  the  efficiency  of  existing  cooperatives. 

DEVELOPMENT  OF  THE  COOPERATIVES 

The  first  dairy  cooperative  in  Georgia  was  organized  at  Acworth  in  1914 
to  make  butter.  It  went  out  of  business  the  following  year.  During 
subsequent  years  a  cheese-making  association,  a  butter-making  association 
that  developed  a  large  wholesale  milk  business,  four  milk  distributing 
associations,  and  four  price  bargaining  associations  were  organized  but 
later  went  out  of  business. 

In  April  1947  there  were  9  dairy  cooperatives  operating  dairy  plants  in 
the  State  (table  1).  All  but  one,  the  association  at  Eatonton,  were 
engaged  in  milk  distribution.  The  association  at  Eatonton  operated  a 
milk  receiving  station  and  sold  milk  in  bulk  form  to  distributors. 
There  was  no  association  in  the  State  engaged  in  price  bargaining 
activities  or  engaged  primarily  in  production  of  manufactured  dairy 
pr oduc  t s . 

The  six  youngest  cooperatives  were  formed  principally  by  producer- 
distributors  who  previously  had  independently  bottled  and  distributed  the 
milk  produced  on  their  farms.  The  three  older  associations  were  formed 
by  producers  who  formerly  had  sold  at  wholesale  to  proprietary  dealers. 

In  addition  to  the  9  associations  operating  plants  during  April  1947, 
there  were  seven  other  cooperatives  that  had  received  their  charters  at 
rather  recent  dates  and  expected  to  engage  in  milk  distribution  before 
the  end  of  the  year    (table  1) . 

1Code  of  Georgia,  Annotated.    Title  65,  Marketing  Associations;  Chapter  65-2,  nonprofit  coopera- 
tive associations  under  Act  of  1921. 
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Table  1.  -  Dairy  cooperatives  in  Georgia ,  with  dates  of  incorporation  for 
those  active,  April  1947 


A.     Active  and  operating  plants 


Date 
incorporated1 


Athens  .  1 . 

Atlcintcit  •  •  •  •  •  o  1 2 o 

Atlanta  3 . 

Columbus  4. 

Dublin  5 . 

Eatonton. ..... .6. 

Marietta  7. 

Milledgeville . .8. 
Thomaston  9 . 


Athens  Cooperative  Creamery  Company  (1)  1930 

(2)  1941 

Atlanta  Dairies  Cooperative   1943 

Georgia  Milk  Producers  Confederation   1931 

Wells  Dairies  Cooperative   1936 

Dublin  Co-Operative  Dairies,  Inc   1944 

Eatonton  Cooperative  Creamery,   Inc...   1932 

Cobb  Co-operative  Dairies  »   1944 

Milledgeville  Cooperative  Dairies,  Inc   1945 

Upson  Cooperative  Dairies,  Inc   1945 


B.     Active  but  not  yet  operating  plants 


Cedartown  1 . 

Douglasville. . .2. 


Cedar  Vally  Cooperative  Association,  Inc...  1946 

Douglas  County  Cooperative  Dairies,   Inc....  1947 

Eastman  ...3.,  Dodge  Co-op  Dairies,  Inc   1947 

Griffin  4.     Spalding  County  Cooperative  Dairy,  Inc   1945 

La  Grange.  . . .  .  .5.     Troup  County  Cooperative  Dairy   1945 

Newnan  6.     Coweta  Cooperative  Dairies   1946 

Quitman  7.     Brooks-Thomas  Co-op,   Inc..   1947 


C.     Inactive  or  extinct 


Acworth  1 . 

Americus. ..... .2. 

Augusta  3 . 

Cartersville . . .4. 

Columbus  5 . 

La  Grange  6. 

Savannah  7 . 

Savannah  8 . 

Valdosta  9 . 

Washington. ...  10. 
Waycross  11 . 


Acworth  Creamery 

Americus  Dairy  Cooperative 

Farmers  Cooperative  Creamery  Association 

Five  Forks  Cooperative  Cheese  Company 

Pure  Milk  League 

La  Grange  Sanitary  League 

The  Better  Milk  Cooperative  League 

Starland  Dairies  Cooperative 

Farmers  Cooperative  Milk  Producers  Association 
Wilkes  County  Cooperative  Creamery  Association 
Square  Deal  Milk  League 


Title  65  of  the  Code  of  Georgia,  Annotated,  relates  to  marketing  associations.  Chapter  1  con- 
tains provisions  of  the  Act  of  1920  and  Chapter  2  those  of  the  Act  of  1921.  All  16  active 
cooperatives  are  now  incorporated  under  Chapter  2  but  the  association  at  Athens  was  first 
incorporated  under  Chapter  1. 


Source:  Based  on  records  of  the  Office 
Bank  for  Cooperatives;  Georgia  Extension 
of  Farm  Credit  Administration. 


of  the  Secretary  of  State,  State 
Service ;  and  Cooperative  Research 


of  Georgia ;  Columbia 
and  Service  D  iv  is  ion 
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This  cooperative  was  organized  by  producer-distributors  in  19W  to  meet  an  acute  local  need  for 
increased  mi  Ik  supplies .  * 

Most  of  the  16  active  dairy  cooperatives  were  in  the  northern  half  of  the 
State  (fig.  1).  This  geographic  distribution  followed  closely  the  pattern 
of  milk  production  in  the  State   (fig.  2) . 

It  is  not  surprising  that  cooperative  marketing  by  Georgia  dairymen  is 
confined  almost  entirely  to  the  distribution  of  market  milk.  The  State, 
a  deficit  dairy  production  area  during  most  the  year,  offers  more 
attractive  opportunities  for  market  milk  than  for  other  dairy  products. 
That  such  a  condition  has  existed  for  a  number  of  years  is  indicated  by 
the  shifts  that  have  occurred  in  utilization  of  Georgia  milk  (fig.  3) . 


Milk  bargaining  associations  represented  a  stage  in  the  development  of 
cooperative* marketing  of  dairy  products  in  Georgia  and  were  preliminary 
to,  rather  than  a  part  of,  the  organization  of  full  fledged  cooperative 
businesses.     None  of  them  ever  operated  a  dairy  plant. 

Only  three  of  the  11  inactive  cooperatives  were  actual  business  failures. 
These  were  the  associations  at  Acworth,  Augusta,  and  Cartersville .  Only 
one,  the  Augusta  association,  was  incorporated  under  the  cooperative  laws 
of  Georgia.  Of  the  other  four  inactive  or  extinct  cooperatives  which 
formerly  had  plant  facilities,  three  were  reorganized  into  proprietary 
concerns,  and  the  fourth  was  dissolved  and  the  entire  business  sold  to  a 
former  member  of  the  cooperative. 

During  the  twelve  years  1936-47,  the  number  of  dairy  cooperatives  active 
in  Georgia  increased  sharply  as  the  number  of  new  associations  consis- 
tently exceeded  the  number  becoming  inactive  during  each  of  the  four  three- 
year    periods     (fig.   4).     Accompanying    this    increase   in  number  of 
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°  PLANNING  TO  OPERATE   PLANTS  BEFORE  END  OF  1947 


 I 

FIGURE  1:     DAIRY  COOPERATIVES  IN  GEORGIA,  APRIL  1947 
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=  100,000  GALLONS 


BASED  ON    DATA    FROM    BUREAU  OF   CENSUS,    U.S.    DEPARTMENT  OF  COMMERCE 


0  258  39-2 


FIGURE  2:     MILK  PRODUCTION  IN  GEORGIA,  1944 
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cooperatives  was  an  increase  in  volume  of  milk  handled  (fig.  5).  In  1946 
the  cooperatives  marketed  about  one-seventh  of  the  milk  sold  from  farms 
and  nearly  one-fourth  of  that  delivered  as  whole  milk  to  plants  and 
dealers  in  the  State. 

OPERATION  OF  THE  COOPERATIVES 

This  section  deals  with  only  the  nine  dairy  cooperatives  operating  plants 
in  April  1947.  Descriptions  of  their  activities  and  characteristics  are 
based  upon  practices  and  conditions  existing  at  that  time. 

ORGANIZATIONAL  FEATURES 

The  five  oldest  cooperatives  are  of  the  stock  type.  Some  of  the  similar- 
ities and  differences  in  their  capital  structure  are  summarized  in  table 
2.  Two  associations  pay  8  percent  interest  on  their  capital  stock  out- 
standing, the  maximum  rate  permitted  by  law.  This  rate  is  somewhat 
higher  than  is  usually  paid  by  cooperative  organizations. 


Table  2.  -  Comparison  of  certain  capital  features  of  dairy  cooperatives 
with  capital  stock  operating  plants  in  Georgia,  April  1947 


ITEM 

ASSOC  1 

ATI  ON  NUMBER3 

l 

2 

3 

4 

ipluO 

$50 

$100 

None 

None 

$10 

$50 

$100 

$100 

$10 

Interest  rates  on  stock: 

8% 

7% 

8% 

4% 

5% 

8% 

8% 

8% 

8% 

8% 

8% 

5* 

i 

8% 

aNumbers  in  this  table  do  not  refer  to  the  same  associations  as  do  the  numbers  in  other  tables 
in  this  report. 

End  of  association's  last  fiscal  year. 


Source:     Based  on  records  of  the  cooperatives. 

According  to  the  Georgia  cooperative  marketing  law,2  no  stockholder  may 
own  more  than  20  percent  of  the  common  stock  of  a  cooperative.  However, 
an  association  may  limit,  in  its  organization  forms,  the  amount  held  by 
a  member  to  less  than  20  percent.  Only  one  dairy  cooperative  has  such  a 
limit.  In  that  instance  the  member  mav  not  hold  more  than  50  shares, 
which  is  equivalent  to  less  than  2  percent  of  the  stock  outstanding. 

2Code  of  Georgia,  Annotated.    Title  65,  Marketing  Associations,  Chapter  65-2,  nonprofit  cooper- 
ative associations  under  Act  of  1921,  paragraph  206. 
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Only  two  of  the  stock  associations  have  paid  dividends  in  the  form  of 
stock  and  one  of  those  discontinued  the  practice  several  years  ago. 

The  four  youngest  dairy  cooperatives  are  of  the  nonstock  type.  Three 
have  membership  fees  of  $100  and  the  fee  of  the  other  is  $10.  All  four 
have  adopted  a  revolving  capital  plan  of  financing  and  use  revolving  fund 
certificates.  A  discussion  of  the  operation  of  that  plan  is  presented 
later  in  this  report. 

The  shift  toward  the  nonstock  form  of  organization  is  a  result  of  recog- 
nition of  its  suitability  for  cooperative  enterprise.  Either  the  stock 
or  nonstock  forms  may  be  used  satisfactorily  but  the  nonstock  form 
emphasizes  the  differences  between  the  cooperative  and  proprietary  types 
of  business  and  may  make  it  easier  to  keep  an  organization  operating  for 
the  benefit  of  members  as  patrons  rather  than  as  investors. 

Each  dairy  cooperative  in  Georgia  adheres  to  the  principle  of  limiting  a 
member  to  one  vote.  In  associations  of  these  types  and  sizes,  the  one- 
man  one-vote  principle  can  hardlybe  challenged.  It  keeps  control  of  the 
association  on  a  democratic  basis  and  minimizes  differences  in  capital 
investments  and  patronage  as  factors  affecting  control. 

• 

Four  cooperatives  permit  voting  by  proxy  and  two  provide  for  voting  by 
mail.  Voting  by  proxy  is  characteristic  of  proprietary  forms  of  enter- 
prise and  is  not  generally  considered  a  desirable  practice  for  cooper- 
atives. All  four  associations  that  permit  the  practice  are  of  the  stock 
type. 

The  Georgia  law^  states  that  only  persons  engaged  in  the  production  of 
the  agricultural  products  handled  by  a  cooperative,  or  associations 
composed  solely  of  such  persons,  may  be  admitted  to  membership  by  a 
cooperative.  Lessees  and  tenants,  and  lessors  and  landlords,  may  be 
included  if  they  share  in  a  product  handled  by  the  association.  Only 
one  of  the  dairy  cooperatives  limits  its  business  to  members.  The  others 
have  nonmember  business.  In  several  associations  a  large  proportion  of 
the  total  producer  business  is  done  with  nonmembers  but  in  no  instance 
does  it  equal  or  exceed  that  done  with  members. 

The  law  requires1*  that  an  amendment  to  a  charter  must  first  be  approved 
by  two-thirds  of  the  directors  and  then  adopted  by  a  vote  of  a  majority 
of  the  members  attending-  a  meeting  of  which  notice  of  the  proposed 
amendment  has  been  given  and  at  which  a  quorum  is  present.  Thus,  to 
effect  needed  changes  in  the  charter,  as  well  as  to  conduct  other  busi- 
ness, the  definition  of  "quorum"  becomes  important. 


^See  paragraph  205  of  reference  cited  In  footnote  2. 
HSee  paragraph  204  of  reference  cited  in  footnote  2. 
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Major  differences  exist  in  the  dairy  cooperatives'  bylaws  in  requirements 
for  determining  quorums  at  meetings  of  the  membership.  The  minimum 
requirements  of  three  associations  are  a  simple  majority  of  the  member- 
ship. Two  associations  require  at  least.  60  percent  ,  two  at  least  20  per- 
cent, one.  at  least  70  percent,  and  one  at  least  10  percent  of  the  total 
number  of  its  members.  The  last  mentioned  cooperative  requires  that  at 
least  two-thirds  of  those  voting  must  approve  a  proposed  amendment  to  the 
charter  before  it  can  be  adopted. 

The  cooperatives  requiring  only  a  small  proportion  of  the  total  member- 
ship for  a  quorum  are,  with  one  exception,  those  having  large  memberships. 
The  three  associations  requiring  60  percent  or  more  of  their  members  to 
be  present  to  establish  a  quorum  are  among  the  smaller  cooperatives  in 
terms  of  membership. 

SOURCES  OF  CAPITAL 

The  original  members  of  five  cooperatives  subscribed  capital  according 
to  mutual  agreement  but  with  no  definite  relation  to  volume.  A.  sixth 
association  established  a  minimum  of  $500  and  a  maximum  of  $2,000  for  a 
member,  the  amounts  varying  according  to  the  quantity  of  milk  to  be 
delivered  daily.  Capital  for'  another  association  was  subscribed  at  the 
flat  rate  of  $20  per  gallon  of  milk  to  be  delivered  daily.  Another 
cooperative  had  an  agreement  for  subscription  at  the  rate  of  $10  per 
mature  cow  in  the  milking  herd  at  the  time  of  subscription;  the  minimum 
amount  acceptable  was  $100,  however.  Capital  for  the  ninth  association 
was  subscribed  at  a  flat  rate  of  $25  per  mature  cow.  In  that  instance, 
however,  credit  was  given  for  the  value  of  the  equipment  and  routes 
turned  in  to  the  cooperative  by  the  merging  producer-distributors. 

In  general,  members  that  joined  after  the  cooperative  became  established 
have  been  required  to  subscribe  less  capital  than  the  original  members. 
One  reason  for  this  has  been  the  fact  that  in  smaller  cities  most  of  the 
producers  having  large  volumes  of  milk  were  original  members  and  accepted 
disproportionately  great  financial  responsibilities.  Several  of  the 
associations,  however,  have  made  no  substantial  change  in  their  require- 
ments. Two  cooperatives  require  new  members  to  subscribe  more  capital 
than  the  original  members. 

Most  of  the  cooperatives  have  required  the  subscriptions  to  be  paid  in 
cash  or  within  one  year.  Others  adopted  the  policy  of  making  deductions 
from  milk  checks  until  the  subscribed  amount  was  paid. 

Each  association  has  had  both  short-term  and  long-term  loans  from  indi- 
viduals or  organizations  not  affiliated  with  the  cooperative.  Eight  of 
the  nine  have  borrowed  from  the  Columbia  Bank  for  Cooperatives.  Four  of 
those,  as  well  as  the  ninth  association,  have  borrowed  money  from  local 
banks.  Several  cooperatives  have  received  loans  from  equipment  companies 
to  finance  purchases  of  major  items  of  equipment. 
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To  meet  current  and  anticipated  capital  needs,  seven  cooperatives  make 
retains  or  deductions  each  delivery  period  from  the  amounts  due  producers 
for  their  product.  These  retains  vary  as  follows:  One  association 
deducts  one  cent  per  pound  butterfat;  one,  one  cent  per  gallon;  one,  30 
cents  per  hundredweight;  three,  35  cents  per  hundredweight;  and  one,  50 
cents  per  hundredweight  of  milk. 


Making  retains  to  provide  for  capital  needs  closely  identifies  current 
capital  contributions  with  patronage  and  is  generally  considered  a  sound 
cooperative  practice.  Since  there  are  limits  to  the  capital  needs  of  an 
association,  provision  should  be  made  for  returning  the  oldest  capital 
contributions  outstanding  when  capital  funds  reach  the  point  where  it  is 
no  longer  desirable  to  increase  them.  This  is  done  by  using  current 
retains  to  retire  earlier  capital  contributions.  The  capital  of  the 
cooperative  is  thus  "revolved"  over  a  given  period,  usually  ranging  from 
five  to  ten  years.  Such  a  plan  usually  is  referred  to  as  the  revolving 
fund  method  of  financing.  It  is  perhaps  the  most  equitable  method  by 
which  a  cooperative  can  provide  for  current  capital  contributions  in 
direct  relation  to  patronage  and  at  the  same  time  provide  for  the  ulti- 
mate return  of  these  contributions  to  the  patrons  who  supplied  them. 


Six  of  the  9  dairy  cooperatives  in  Georgia  have  incorporated  the  revol- 
ving fund  plan  into  their  organization  papers.  Two  others  have  followed 
it  in  practice  to  the  extent  of  retiring  oldest  investments  first.  The 
6  cooperatives  which  have  formally  adopted  the  basic  plan  use  revolving- 
fund  certificates.  Included  are  the  4  nonstock  cooperatives  and  2  of 
the  stock  cooperatives.  Each  of  the  latter  also  has  common  stock 
certificates,  and  one  has  preferred  stock  as  well.  One  association 
specifies  that  its  revolving-fund  certificates  may  be  issued  only  in 
minimum  amounts  of  $10;  the  others  do  not  have  a  similar  limitation. 
None  of  the  associations  has  a  due  date  on  its  certificates.  A  due  date 
clause  specifies  that  the  cooperative  must  pay  the  owner  of  the  certifi- 
cate its  face  value  on  a  given  date.  This  makes  the  plan  considerably 
less  flexible  and  is  to  be  avoided  if  possible. 


Three  of  the  cooperatives  using  revolving-fund  certificates  limit  the 
rate  of  interest  on  these  certificates  to  4  percent.  The  other  three 
limit  it  to  6  percent.  None  of  the  certificates  bear  on  their  face  a 
provision  to  guarantee  payment  of  interest  to  patrons  each  year. 


The  board  of  directors  of  each  cooperative  establishes  the  limits  of 
capital  reserves  for  the  association.  Two  associations  also  have  pro- 
visions in  their  bylaws  limiting  reserves.  Reserves  of  8  of  the  9 
cooperatives  are  allocated  to  producers  on  a  patronage  basis.5 


5Does  not  Include  reserves  for  depreciation  as  amounts  allocated  to  such  reserves  are  considered 
a  part  of  a  cooperative's  current  operating  expenses. 
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MARKETS  SERVED 

The  cooperative  that  receives  but  does  not  process  milk  handles  about 
three-fourths  of  the  milk  sold  at  wholesale  from  farms  in  the  territory 
it  serves.  It  is,  therefore,  the  most  important  single  outlet  in  that 
area.  The  milk  is  sold  by  the  association  in  several  of  the  larger 
cities  in  the  State.  On  no  market  do  its  sales  represent  a  major  portion 
of  the  milk  coming  onto  that  market.  It  is  important  to  each,  however, 
in  that  it  supplements  production  in  areas  immediately  adjacent  to  the 
market. 

Of  the  eight  cooperatives  distributing  bottled  milk,  three  serve  market 
areas  containing  approximately  10,000  persons  each.  Two  associations 
serve  the  nearly  one-half  million  persons  in  Atlanta.  The  other  three 
distributing  cooperatives  serve  markets  having  between  20,000  and  100,000 
persons.  In  the  markets  served  by  the  eight  associations,  per  capita 
consumption  of  milk,  including  milk  utilized  in  ice  cream  and  other 
products  as  well  as  that  bottled  as  milk  or  cream,  is  reported  to  vary 
considerably. 6  It  ranges  from  about  one-half  pint  a  day  in  Mi  Hedge- 
ville  to  nearly  a  pint  a  day  in  Athens.  The  average  is  about  three- 
fourths  of  a  pint  a  day. 

Competition  in  the  local  markets  also  varies  considerably  for  the  eight 
distributing  cooperatives.  The  number  of  competitors  tends  to  increase 
with  the  size  of  the  market  but  other  factors  are  almost  equally  impor- 
tant in  determining  the  number  of  competitors   (table  3) . 


6 


Based  on  estimates  of  managers  of  the  cooperatives  supplying  the  markets. 


Table  3.  -  Number  and  kind  of  competitors  of  dairy  cooperatives  distri- 
buting milk  in  Georgia,  April  1947 


ASSOC  I  AT  ION 
NUMBER3 


FLUID  MILK  COMPETITORS 


CORPORATIONS 


PR0DUCER- 
DISTRIBUT0RS 


TOTAL 


RELATIVE 
SIZE,  OF 
MARKET** 


1. 


3. 


4:  ©  ooooo*e«aoo«o««» 

5  


1 
0 
0 
1 
1 
3 
11 
11 


2 
3 
7 
9 
11 
24 
156 
156 


3 
3 
7 
10 
IE 
27 
167 
167 


4 
5 
7 
2 
6 
3 
1 
1 


lumbers  in  this  table  do  not  refer  to  the  same  associations  as  do  the  numbers  in  other  tables 
.in  this  report. 

0  Excludes  ice  cream  manufacturers  and  others  not  handling  bottled  ml  Lie. 

All  th$  corporations  are  proprietary  except  that  for  associations  numbered  7  and  8,  each  is 
one  of  the  competitors  of  the  other. 

aNumber  1  indicates  largest  market  in  terms  of  population;  other  numbers  related  to  population 
accordingly. 


Source:    Baaed  on  reports  from  the  cooperatives  and  data  from  Georgia  Milk  Control  Board. 
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Four  of  the  cooperatives  engaged  in  milk  distribution  operate  in  markets 
regulated  by  the  Georgia  Milk  Control  Board.     The  Georgia  milk  control 
act  became  effective  March  30,  1937.     The  act  provides  for  setting  of 
minimum  prices  at  various  marketing  levels  in  milksheds  in  which  the 
Milk  Control  Board  believes  such  action  is  necessary. 

Section  21  of  the  act  states:7 

This  Act  shall  not  be  construed  to  affect  in  any  manner  the 
relat ions  between  any  cooper at ive  market ing  associat ion 
organized  pursuant  to  the  laws  of  Georgia  or  of  the  United 
States,  and  its  members  or  producers  selling  to  it;  provided 
that  any  such  association  shall  itself  comply  with  the 
provisions  hereof  as  a  producer  with  respect  to  milk  sold  to 
producer-distributors  or  distributors  and  as  a  distributor 
with  respect  to  milk  sold  to  others. 

By  establishing  minimum  prices  at  both  producer  and  resale  levels,  the 
State  milk  control  regulations  tend  to  eliminate  price  competition, 
particularly  at  the  wholesale  and  retail  levels,  in  the  markets  to  which 
they  apply.  However,  the  margins  thus  established  assure  efficiently 
operated  cooperatives  ample  opportunity  to  effect  savings  for  their 
producer-patrons. 

7MIlk  control  act  of  the  State  of  Georgia,  and  acts  amendatory  thereof.  £4  pp.,  see  page  U. 
1945. 


Veils  Dairies  is  the  largest  ni  Ik  distributing  cooperative  in  Georgia. 
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The  distributing  cooperatives  are  of  major  importance  on  some  Georgia 
markets  but  of  only  minor  importance  on  others.  Two  associations  supply 
90  percent  of  the  market  milk  required  by  their  respective  markets.  In 
contrast,  a  cooperative  in  one  of  the  largest  cities  supplies  only  about 
4  percent  of  that  market's  requirements.  The  average  proportion  of  total 
market  receipts  of  milk  handled  by  the  eight  distributing  cooperatives 
is  about  50  percent.  No  particular  relationship  appears  to  exist 
between  size  of  market  or  age  of  association  and  the  proportion  handled 
by  cooperatives. 

The  producer  price,  and  the  dealers'  margins  as  well,  tend  to  be  higher 
in  the  larger  milk  markets  under  regulation  by  the  Georgia  Milk  Control 
Board  (table  4) .  This  is  a  normal  relationship.  In  general,  the  larger 
the  city  the  greater  the  difficulties  incurred  in  obtaining  an  adequate 
supply  of  satisfactory  milk.  This  results  in  higher  costs  for  the  raw 
products.  Furthermore,  plant  and  distribution  costs  per  unit  of  product 
handled  may  be  higher  in  the  larger  cities.  Other  factors  play  a  part 
in  establishing  the  regulated  prices,  however,  and  for  that  reason  price 
levels  do  not  correlate  perfectly  with  population  numbers  in  the  Georgia 
markets • 

There  are  no  differentials  between  the  store  price  of  milk  and  the  price 
for  milk  delivered  to  homes  in  Georgia.  The  absence  of  a  price  differ- 
ential tends  to  make  store  sales  particularly  profitable  but,  at  the  same 
time,  it  removes  an  incentive  for  consumers  to  buy  at  stores  and  thereby 
forego  the  convenience  of  home  delivery.  In  all  the  larger  cities,  where 
normally  a  differential  would  be  most  likely  to  develop,  the  prices  are 
regulated  by  the  Milk  Control  Board  and  no  differential  isv  permitted  in 
the  minimum  prices  established  for  store  and  home  delivered  sales. 

Paper  containers  have  been  used  to  an  increasing  extent  in  many  markets. 
Relatively  little  milk  is  sold  in  such  containers  in  Georgia  and  none  of 
it  by  cooperatives.  Acting  on  the  assumption  that  it  costs  more  to 
prepare  and  distribute  milk  in  paper  containers  than  in  glass  bottles, 
the  Milk  Control  Board  requires  milk  sold  in  quart  paper  containers  to 
be  sold  for  1  cent  more  than  the  minimum  price  per  quart  in  bottles. 
This  is  partially  counteracted  by  the  fact  that  customers  must  make  a 
bottle  deposit  of  at  least  three  cents  for  each  quart  glass  bottle. 
However,  comparative  price  relationships  do  not  encourage  widespread  use 
of  disposable  containers. 

METHODS  OF  PAYING  PRODUCERS 

The  determination  of  producer  prices  is  inseparably  related  to  the 
problems  of  financing  a  cooperative  engaged  in  milk  distribution.  Each 
of  five  Georgia  dairy  cooperatives  pays  producers  the  going  competitive 
price  for  milk  delivered  during  each  pool  period.  The  other  four  asso- 
ciations pay  the  prices  established  for  their  markets  by  the  Milk  Control 
Board.     All  nine  cooperatives  make  final  settlements  at  the  end  of  their 
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Table  4.  -  Price  paid  producer,  dealers'  margins,  and  price  paid  by  con- 
sumer for  bottled  milk  in  21  Georgia  markets,  April  1947 


M  A  K  K  t 1 

PRICE 
pi  in 

r  A  1  U 

PRODUCER3 

MARG 1 N 

DO  1  PC     T  A 

r K 1 C  t  TO 

CONSUMER  AT 

PROCESSOR 

RETA  1  LERC 

T0TALd 

C  T  A  D  C     A  n 

STORE  OR 
DELIVERED  TO 
HOME 

Georgia 

13.0 

6.5 

Cents  per  quart 
2.5 

9.0 

22 

13.0 

6.5 

2.5 

9.0 

22 

13.0 

6.5 

2.5 

9.0 

22 

13.0 

6.5 

2.5 

9.0 

22 

11.2 

6.8 

2.0 

8.8 

20 

Milledgevlllef... 

11.6 

6.4 

2.0 

8.4 

20 

12.9 

6.1 

2.0 

8.1 

21 

12.9 

6.1 

2.0 

8.1 

21 

12.0 

6.0 

2.0 

8.0 

20 

12.0 

5.0 

3.0 

8.0 

20 

Dubllnf  

12.0  . 

6.0 

2.0 

8.0 

20 

12.0 

6.0 

2.0 

8.0 

20 

12.0  ' 

6.0 

2,0 

8.0 

20 

12.0 

6.0 

2.0 

8.0 

20 

12.0 

6.0 

2.0 

8.0 

20 

12.0 

6.0 

2.0 

8.0 

20 

12.0 

6.0 

2.0 

8.0 

20 

12.0 

6.0 

2.0 

8.0 

20 

12.0 

6.0 

2.0 

8.0 

20 

12.0 

6.0 

2.0 

8.0 

20 

12.0 

6.0 

2.0 

8.0 

20 

aBuylng  price  for  milk  used  in  fluid  form  for  city  distribution;  computed  on  per  quart  basis 
from  price  paid  by  dealers  per  hundredweight  Of  milk  of  fat  test  most  commonly  sold  by  dealers. 
Difference  between  wholesale  price  per  bottled  quart,  and  price  per  quart  paid  producers:  The 
margin  to  cover  processing  costs  and  the  costs  of  sales  at  wholesale. 

difference  between  price  per  single  quart,  bottled,  at  stores  or  delivered  to  homes,  and  at 
wholesale:    The  margin  to  compensate  for  costs  of  sales  at  retail. 

Difference  between  price  per  single  quart,  bottled,  sold  at  stores  or  delivered  to  homes,  and 
price  per  quart  paid  producers:    The  margin  to  cover  all  costs  from  the  time  the  milk  arrives 
at  the  plants  until  it  is  In  the  hands  of  the  ultimate  consumers. 
^Prices  regulated  by  the  State  Milk  Control  Board. 
Served  by  one  or  more  milk  distributing  cooperatives. 


Source  of  basic  data:  Markets  in  which  prices  are  regulated  by  the  Milk  Control  Board  -  market 
orders  issued  by  the  Board  for  the  milk  sheds  indicated.  Markets  not  under  price  regulat ion  - 
unpublished  reports   from  the  cooperatives  distr  ibut  ing  milk  in  those  markets. 
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fiscal  years.  The  current  payment  is  called  an  "advance  payment"  and 
the  final  settlement  is  termed  the  "patronage  refund."  The  patronage 
refund  is  the  final  payment  of  the  total  amount  the  patron  is  entitled 
to  receive  for  milk  marketed  through  the  cooperative. 

The  patronage  refund  is  the  medium  used  for  allocating  to  producers 
their  individual  shares  of  the  savings  resulting  from  the  joint  enter- 
prise. Savings  are  credited  to  patrons'  accounts  on  a  patronage  basis 
(whether  they  be  paid  subsequently  in  cash,  certificates,  or  carried  as 
book  credits)  by  all  the  Georgia  cooperatives  except  that  one  association 
excludes  nonmembers  from  such  distribution  of  savings .  Five  cooperatives 
make  these  allocations  on  the  basis  of  pounds  of  milk  received,  two  make 
them  on  gallons  of  milk,  and  two  on  pounds  of  butterfat  received. 

In  most  of  the  Georgia  dairy  cooperatives  all  patronage  refunds  not  paid 
out  in  cash,  shortly  after  the  close  of  the  fiscal  year  in  which  the 
savings  occurred,  are  incorporated  into  the  revolving  fund  plans  already 
described. 

Six  of  the  cooperatives  make  advance  payments  to  producer-patrons  by 
determining  a  base  price  for  milk  testing  4.0  percent  butterfat  and 
adding  or  deducting  5  cents  for  each  one-tenth  of  1  percent  variation  in 
butterfat  content  from  the  base  4.0  percent.  Two  associations  pay,  on  a 
straight  butterfat  basis,  a  uniform  amount  per  pound  of  butterfat  deliv- 
ered during  the  period.  The  other  cooperative  makes  no  allowance  what- 
soever for  butterfat  content  and  considers  only  the  weight  of  the  milk 
delivered. 

Methods  have  been  devised  for  payment  for  all  the  milk  solids  in  milk 
delivered  by  producers  to  dairy  plants.8  The  method  of  using  a  base 
price  for  milk  of  a  certain  test,  with  a  price  differential  for  varia- 
tions in  butterfat  content,  is  less  complex,  however,  and  reasonably 
satisfactory  for  small  distributing  cooperatives.  Paying  on  a  straight 
butterfat  basis  gives  undue  importance  to  a  single  milk  solid  and  over- 
pays producers  of  milk  with  high  fat  content  at  the  expense  of  producers 
of  milk  with  a  low  fat  content.  This  is  due  to  the  fact  that  the  solids- 
not  fat  content  of  milk  does  not  vary  in  direct  proportion  to  changes  in 
butterfat  content.  One  of  the  two  cooperatives  using  this  method 
attempts  to  offset  that  shortcoming  by  making  final  patronage  allocations 
on  the  basis  of  the  number  of  gallons  of  milk  received. 

Payment  for  milk  on  the  basis  of  weight  alone  has  been  discontinued  by 
nearly  all  cooperatives  in  all  areas  because  it  gives  no  recognition  to 
either  the  fat  or  solids-not-fat  content  of  the  milk.  It  is  the  milk 
solids  that  have  value,    not  the  water  in  milk. 

8See  Froker,  R.  K.  and  Hardin,  C.  M.  Paying  Producers  for  Fat  and  Sollds-rNot-Fat  In  Milk. 
Res.  Bui.  143,  Agr.  Exp.  Sta.  and  Agr.  Ext.  Serv. ,  University  of  Wisconsin,  Madison,  Wis*  48 
pp.    Revised,  Dec.  1942. 
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None  of  the  cooperatives  establishes  price  differentials  to  compensate 
individual  producers  for  differences  in  volume  or  location.  One  has  a 
differential  for  the  sanitary  quality  of  the  milk  at  the  time  of  its 
arrival  at  the  plant  and  one  makes  a  flat  allowance  for  transportation 
costs.  Under  most  conditions  in  Georgia,  only  the  sanitary  differential 
is  desirable.  Such  a  price  difference  is  based  on  bacterial  content  of 
the  milk  and  gives  recognition  to  increased  cost  of  producing  milk  of 
high  sanitary  quality.  All  the  cooperatives  in  the  State  might  find  it 
helpful  to  provide  such  an  incentive. 

Only  one  association,  a  small  distributing  cooperative,  does  not  test 
individual  patrons'  milk  f  or  butterfat  content.  The  most  common  interval 
between  tests  is  3£  days  but  the  average  for  the  other  eight  cooperatives 
is. about  4&  days.  The  annual  average  test  of  the  milk  received  varies 
among  the  associations  from  about  4.2  to  4.5  percent  butterfat. 

QUALITY  CONTROL 

Five  of  the  eight  distributing  cooperatives  take  bacterial  tests  of  milk 
delivered  by  each  producer  as  a  part  of  their | programs  to  improve  the 
sanitary  quality  of  their  supplies  of  milk.  However,  only  one  associ- 
ation has  a  full-time  fieldman  working  on  farms  with  the  producers. 

All  farms  in  the  State  are  subject  to  occasional  inspection  by  State 
inspectors.  Farms  operated  by  patrons  of  six  of  the  nine  cooperatives 
are  also  inspected  by  the  health  departments  of  the  cities  in  which  the 
milk  is  consumed.  Patrons  of  one  of  the  six  cooperatives  also  receive 
inspection  by  the  Army  because  part  of  their  milk  is  sold  to  an  Army 
post.  One  of  the  cooperatives  whose  patrons'  farms  are  not  inspected  by 
officials  of  a  city  health  department  has  a  contract  with  a  technician 
to  take  bacterial  tests  and  make  reports  directly  to  individual  producers. 
Farms  of  patrons  of  still  another  association  are  inspected  by  the  Navy 
as  a  prerequisite  for  sales  to  a  Naval  hospital. 

Most  of  the  cooperatives  do  not  have  well  rounded  quality  programs. 
There  are  some  exceptions,  however,  and  one  cooperative  has  price  differ- 
entials for  milk  based  upon  sanitary  quality  as  evidenced  by  bacterial 
count. 

MILK  PROCUREMENT 

None  of  the  Georgia  cooperatives  operates  truck  routes  or  even  supervises 
procurement  of  milk  from  farms.  At  four  plants,  all  the  milk  is  deliv- 
ered by  the  producers  themselves,  and  at  three  other  plants  producers 
deliver  most  of  it.  At  one  plant  most  of  the  milk  is  delivered  by 
contract  haulers,  and  at  the  ninth  plant  all  the  milk  is  delivered  by 
contract  haulers. 
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The  Athens  Cooperative  Creamery  is  the  only  co-op  in  Georgia  handling  Grade  B  milk  andfarm sep- 
arated cream  as  well  as  Grade  A  milk. 


The  contract  haulers  negotiate  with  the  individual  farmers  and  not  the 
cooperatives.  Several  associations  make  regular  deductions  from  milk 
checks,  however,  to  pay  the  haulers.  Such  deductions  range  from  less 
than  20  cents  to  over  40  cents  per  10-gallon  can.  Complete  information 
was  not  available  in  early  1947  but  the  average  cost  per  can  was  appar- 
ently about  30  cents. 

The  farm  areas  from  which  the  9  cooperatives  received  milk  in  March  1947 
are  indicated  in  figure  6.  Boundaries  are  rough  approximations  but 
indicate  the  size  of  the  combined  area  served  and  the  territories  in 
which  cooperatives  are  in  competition  with  each  other  for  milk  supplies. 

SEASONALITY  OF. MILK  RECEIPTS 

All  nine  cooperatives  receive  Grade  A  milk9  from  producers.  One  asso- 
ciation also  receives  Grade  B  milk  and  farm-separated  cream  for  manu- 
facturing purposes.  All  eight  of  the  distributing  associations  purchase 
quantities  of  dairy  products  from  other  organizations  for  resale  or  use 
in  preparation  of  other  products. 

9  As  used  herein,  "Grade  A"  milk  includes  all  milk  suitable  for  bottling  purposes.    Standards  for 
Judging  its  suitability  vary  according  to  local  inspection  requirements. 
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Average  receipts  of  milk  range  from  about  2,000  pounds  a  day  for  the 
smallest  distributing  cooperative  to  over  55,000  pounds  for  the  largest. 
The  combined  average  of  the  8  cooperatives  during  their  last  fiscal  years 
was  16,300  pounds  a  day.  The  annual  average  of  four  associations  was 
less  than  5,000  pounds  of  milk  a  day.  All  four  are  concerned  with  the 
need  for  increasing  receipts  of  milk  in  order  to  achieve  economies 
possible  with  a  larger  volume.  Each  of  the  other  four  distributing 
cooperatives  receives  more  than  15,000  pounds  of  milk  a  day.  On  an 
annual  basis,  milk  received  by  the  distributing  associations  has  ranged 
from  about  three-quarters  of  a  million  pounds  to  well  over  20  million 
pounds. 


Seasonal  \ ar iation  of  milk  receipts  at  the  plants  is  high.  The  variation 
for  three  distributing  cooperatives  in  1946  is  shown  in  figure  7.  The 
other  distributing  associations  have  operated  for  such  short  periods  that 
seasonal  patterns  have  not  yet  developed.  Seasonal  variation  curves  for 
two  of  the  three  associations  indicate  that  in  June  1946  milk  production 
was  lower  than  in  May  or  July,  possibly  due  to  a  production  factor  such 
as  unfavorable  weather.  The  cooperative  with  an  increase  in  volume  in 
December  compared  with  November  had  a  definite  program  designed  to 
increase  receipts.  July  was  the  month  of  largest  milk  receipts  for  two 
of  the  three  cooperatives.  Receipts  by  all  three  associations  were 
lowest  in  January.  For  each  100  pounds  of  milk  received  in  January,  the 
three  distributing  cooperatives  had,  respectively,  146,  150,  and  188 
pounds   in  July. 


Such  extreme  variation  results  in  increased  operating  costs.  If  a  plant 
cannot  handle  all  milk  received  in  July,  it  must  reject  it  or  dispose  of 
it  at  a  loss.  Either  course  jeopardizes  the  existence  of  the  business. 
Yet,  if  the  plant  can  handle  all  milk  received  in  July,  it  must  neces- 
sarily have  equipment  that  is  idle  or  used  at  far  less  than  capacity 
during  January,  unless  it  obtains  milk  from  other  sources.  Furthermore, 
to  meet  July  requirements,  it  will  have  to  use  seasonal  labor  or  main- 
tain a  labor  force  that  could  not  be  fully  utilized  in  January  in  pro- 
cessing only  milk  received  direct  from  farms.  Obviously,  then,  if  other 
factors  remain  constant,  the  greater  the  degree  of  seasonality  in 
receipts,  the  higher  the  operating  costs.  Georgia  cooperatives  have 
sought  to  overcome  this  problem  of  shortages  during  part  of  the  year  by- 
obtaining  dairy  products  from  other  organizations  to  supplement  the 
supplies  they  receive  directly  from  producers. 


Ice  cream  has  proven  a  satisfactory  outlet  for  part  of  the  milk  received 
from  producers  that  would  otherwise  have  been  surplus  during  the  season 
of  flush  production.  Some  of  the  remaining  surplus  milk  has  been  used 
in  manufacturing  sweetened  condensed  milk,  and  the  rest  has  been  dis- 
posed of  through  other  outlets. 

Two  of  the  cooperatives  have  established  base-surplus  pricing  plans  to 
reduce  seasonality  in  the  volume  of  milk  received  but  only  one  associ- 
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■   .  ■   ■ ' 

its 

This  small  modern  plant  is  typical  of  those  built  by  cooperatives  organized  in  recent  years. 


ation  used  its  plan  during  the  short-supply  season  of  1946-47*  That 
association  established  the  last  half  of  September  1946  as  tne  base 
period  and  milk  receipts  from  individual  producers  during  that  month 
determined  the  individual  basic  quotas*  During  five  fall  and  winter 
months  the  association  paid  a  substantial  premium  per  hundredweight  for 
all  milk  produced  in  excess  of  the  base  quantity.  No  provisions  were 
made  for  comparable  deductions  for  excess  production  during  spring  and 
s  umme  r  months • 


PLANT  FACILITIEl 


Most  of  the  cooperatives  are  operating  plants  that  they  own  and  built. 
Several  have  occupied  buildings  built  by  others  for  other  purposes.  In 
general,  such  buildings  may  serve  a  cooperative's  needs  during  the  first 
month  or  years  of  operation  but  usually  the  association  will  eventually 
construct  a  plant  tailored  to  its  business.  Most  of  the  Georgia  plants 
and  equipment  are  in  very  good  condition.  No  association  operates  more 
than  one  plant. 
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In  terms  of  the  quantity  of  milk  that  it  is  designed  to  handle  in  one 
day,  the  largest  cooperative  distributing  plant  in  Georgia  is  over  a 
dozen  times  as  large  as  the  smallest.  The  estimated  daily  capacities  of 
the  distributing  plants  range  from  700  to  9,000  gallons  of  Grade  A  milk. 
The  average  is  about  3,175  gallons.  The  one  association  receiving  manu- 
facturing milk  and  farm-separated  cream  has  additional  space  and  facil- 
ities for  receiving,  processing,  and  storing  such  milk  and  cream. 

Emphasis  on  plant  sanitation  and  quality  control  of  products  varies 
considerably  among  the  cooperatives.  One  association,  with  a  large 
laboratory  and  special  plant  equipment,  has  given  particular  attention 
to  this  phase  of  the  operation.  Plants  of  six  of  the  nine  cooperatives 
are  inspected  periodically  by  health  departments  of  the  markets  served. 

PRODUCTS  HANDLED  AND  SALES  OUTLETS 

The  variety  of  products  handled,  including  those  purchased  for  resale  or 
plant  use,  is  shown  in  table  5.     In  addition  to  the  products  listed,  two 


Table  5.  -  Number  of  milk  distributing  cooperatives  in  Georgia  that  pro- 
cessed, or  purchased  for  resale  or  plant  use,  specified  dairy  products, 
April  1947 


PRODUCT 

PROCESS  FOR 

PURCHASE  F0Ra 

SALE 

PLANT  USEb 

RESALE0 

PLANT  USEb 

8 

0 

0 

7d 

Whipping  and-or  coffee  cream. 

8 

0 

0 

0 

8 

0 

0 

0 

8 

0 

0 

0 

4 

0 

1 

0 

4 

0 

2 

0 

2 

0 

1 

0 

t 

0 

2 

0 

7 

0 

0 

0 

4 

1 

0 

0 

0 

Receipts  from  individual  producer-patrons  are  not  termed  purchases;  however,  receipts  of  pro- 
ducts from  other  cooperatives,  as  well  as  those  from  proprietary  organizations,  are  classified 
as  purchases  for  purposes  of  this  table. 
Used  in  preparation  of  other  dairy  products. 
^Sold  In  form  received. 

Includes  whole  milk,  skim   milk,  fluid  cream,  and  plastic  cream  purchased  in  bulk  guantltles. 
®Aii  but  one  association  prepare  a  chocolate  drink  (contains  about  2  percent  butterfat.) 
Includes  condensed  skim  milk  ana  sweetened  condensed  milk. 


Source:    Based  on  records  of  the  cooperat ives . 
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cooperatives  sell  other  products  through  dairy  bars.  Both  sell  milk 
shakes  and  one  also  sells  ice  cream  sundaes.  As  might  be  expected,  the 
distributing  cooperatives  with  the  largest  dollar  volumes  of  business 
market  the  largest  variety  of  products. 

In  the  markets  served  by  three  of  the  distributing  cooperatives,  all 
milk  must  be  pasteurized  before  it  can  be  sold  for  consumption  in  fluid 
form.  In  the  other  markets,  60  to  95  percent  of  the  fluid  milk  is  pas- 
teurized. 

One  cooperative  makes  all  retail  sales  of  milk  through  association- 
operated  stores  and  counter's,  and  all  wholesale  sales  are  made  at  the 
plant  to  vendors.  Five  other  distributing  cooperatives  sell  at  whole- 
sale and  retail  through  delivery  routes  and  also  sell  at  retail  in  plants 
or  through  association-operated  stores.  The  other  two  distributing  asso- 
ciations now  sell  only  through  routes  but  expect  to  have  retail  counters 
in  their  plants  in  the  near  future. 

Of  the  seven  associations  maintaining  retail  routes  to  homes,  four 
maintain  every-other-day  delivery  and  the  others  deliver  daily.  All 
eight  distributing  cooperatives  use  glass  bottles  only,  with  seven  using 
round  bottles  and  one  square. 

Most  of  the  distributing  cooperatives  do  not  periodically  summarize 
detailed  records  pertaining  to  operation  of  individual  sales  routes. 
Furthermore,  a  route  may  have  both  wholesale  and  retail  customers.  For 
these  reasons  it  has  been  necessary  to  use  managers'  estimates,  and 
arbitrarily  assume  certain  divisions  of  business,  in  order  to  derive  the 
data  presented  in  table  6. 

For  most  of  the  cooperatives,  average  loads  on  wholesale  and  retail 
routes  are  about  the  same.  For  three  out  of  seven  associations  the 
average  length  of  the  wholesale  routes  has  been  estimated  to  be  the  same 
as  that  of  the  retail  routes.  For  three  out  of  the  four  remaining  asso- 
ciations, the  wholesale  routes  are  longer  than  the  retail. 

In  addition  to  its  regular  milk  routes,  one  cooperative  maintains  three 
specialized  wholesale  ice  cream  routes.  Another  has  a  special  milk  route 
to  an  Army  camp. 

Three  of  the  distributing  cooperatives  have  no  price  discounts;  three 
make  discounts  only  to  charitable  or  other  public  institutions;  and  two 
make  general  discounts  for  single  purchases  of  eight  or  more  quarts  of 
bottled  milk. 

One  of  the  youngest  cooperatives  does  not  advertise  its  products  or  ser- 
vices. All  other  distributing  associations  advertise  in  local  newspapers, 
some  rather  infrequently  and  others  regularly.  One  has  a  large  billboard 
at  the  focal  point  of  the  city's  business  activity  and  another  occasion- 
ally uses  a  local  radio  station. 
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Table  6.  -  Estimated  average  loads  and  lengths  of  routes  of  delivery 
trucks,  wholesale  and  retail,  of  dairy  cooperatives  distributing  milk 
in  Georgia,  April  1947* 


WHOLESALE  ROUTES 

RETAI L  ROUTES 

ASSOCIATION 

NUMBERb 

NUMBER 

AVERAGE 

AVERAG  E 

NUMBER 

AVERAGE 

AVERAGE 

LOAD 

LENGTH 

LOAD 

LENGTH 

Quarts 

Miles 

Quarts 

Mi  les 

1  

1 

100 

25 

2 

150 

25 

2 

400 

48 

1 

200 

45 

• 

8 

600 

25 

11 

600 

30 

1 

600 

30  ' 

8 

600 

18 

4 

600 

50 

2 

600 

25 

12 

1,000 

13 

9 

1,000 

13 

3 

1,000 

27. 

5 

1,000 

27 

Simple  average. . . 

4.4 

614.3 

31.1 

5.4 

592.8 

26.1 

a0ne  distributing  association  does  not  maintain  either  wholesale  or  retail  routes.  No  delivery 
is  provided  for  sales  at  wholesale  to  vendors  and  retail  sales  are  made  through  stores  operated 
by  the  association. 

Numbers  in  this  table  do  not  refer  to  the  same  associations  as  do  the  numbers  in  other  tables 
in  this  report. 


Source:     Based  on  reports  from  the  cooperatives. 


The  wholesale  and  retail  proportions  of  total  dollar  sales  vary  consid- 
erably among  the  distributing  cooperatives.  The  proportion  at  wholesale 
ranges  from  about  one-fifth  to  three-fourths  of  the  total  sales  but 
averages  about  half. 

In  one  respect,  dollar  sales  figures  more  accurately  reflect  the  cooper- 
atives' volumes  of  business  than  do  the  figures  for  receipts  of  milk 
from  individual  producers.  Several  associations  purchase  substantial 
quantities  of  dairy  products  from  other  organizations  and  therefore  have 
considerably  larger  volumes  of  business  than  receipts  of  milk  from 
farmers  alone  would  show.  However,  the  dollar  figures  are  not  wholly 
satisfactory  because  some  distortion  arises  from  the  fact  that,  per  unit 
of  product,  advance  payments  to  producers  and  sales  prices  for  finished 
products  vary  considerably  among  the  cooperatives. 
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Georgia  Milk  Producers  Confederation,  Inc.,  sells  at  retail  only  through  its  own  stores. 


Total  sales,  without  adjustments  for  inventory  changes,  range  from  an 
annual  rate  of  about  $125,000  to  over  $1,750,000. 1 0 

FINANCIAL  RECORDS 

Financial  records  enable  the  management  of  a  cooperative  to  determine 
whether  an  association  has  sufficient  capital,  what  the  costs  of  oper- 
ation are  and,  possibly,  how  costs  may  be  reduced.  They  serve  as  a  check 
on  efficiency  of  operation  and  integrity  of  the  persons  employed.  It  is 
therefore  extremely  important  that  they  be  accurate  and  as  complete  as 
practicable. 

The  annual  audits  of  Georgia  cooperatives  are,  in  each  case,  made  by 
professional  accountants.  The  same  concern  is  employed  by  three  cooper- 
atives and  the  other  six  associations  employ  six  other  independent 
accountants  or  accounting  firms.  If  the  various  dairy  cooperatives 
could  agree,  there  wouldbesome  advantage  to  having  only  one  or  possibly 
two  firms  make  the  audits  for  all  associations  in  the  State.  The  nature 
of  the  cooperative  form  of  business  calls  for  somewhat  different  account- 
ing treatment  than  a  proprietary  business.  The  content  and  value  of  the 
audit  reports  is  rather  variable  at  present. 

10The  figures  are  given  in  terms  of  annual  rates  rather  than  actual  figures  because  two  of  the 
cooperatives  had  not  operated  a  full  twelve-month  period  by  the  end  of  fiscal  years  terminating 
between  July  l,  1946,  and  June  30,  1947.  Their  sales  figures  were  increased  by  amounts  neces- 
sary to  determine  the  12-month  figure  if  business  continued  at  the  same  rate  as  for  the  part- 
year  period. 
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The  officers  and  supervisory  employees  of  all  but  one  of  the  9  cooper- 
atives are  bonded.  Most  of  the  8  cooperatives  also  bond  all  other 
employees.  In  each  case,  the  cooperative  secures  the  bond  from  a  com- 
mercial bonding  organization  and  pays  the  cost.  Bonds  of  this  nature 
cast  no  reflection  on  the  integrity  of  any  individual  and  their  use  is 
merely  a  common-sense  business  precaution. 

Financial  data  for  the  group  of  nine  dairy  cooperatives  are  summarized 
in  subsequent  tables.  Some  adjustments  in  actual  figures  were  made 
because  of  differences  in  the  forms  used  by  the  individual  cooperatives. 
Estimates  were  made  when  the  audit  reports  did  not  give  a  distribution 
of  costs  that  permitted  use  of  exact  figures  for  each  item.  Thus,  a 
detailed  analysis  of  each  cooperative's  records  would  result  in  some 
changes  in  figures  given  in  the  tables.  However,  the  changes  would  not 
be  large  enough  to  be  significant  and  do  not  detract  from  the  value  of 
the  tables. 

The  balance  sheets  at  the  end  of  the  most  recent  fiscal  years  of  the 
associations  are  summarized  in  table  7. 

The  assets  represent  what  the  cooperative  owns  and  are  the  total  value 
of  its  physical  resources.  Liabilities  are  what  a  cooperative  owes 
others,  and  equities  are  the  investments  of  producer-patrons.  "Current 
assets"  may  fairly  readily  be  converted  into  cash  in  case  of  emergency 
or  dissolution,  whereas  "Fixed  Assets"  are  less  readily  convertible  to 
cash  and  are  depreciated  in  value,  on  the  association's  records,  over  a 
period  of  years.  The  "Investments"  consist  of  investments  in  other 
organizations.  The  "Other  Assets"  are  small  amounts  of  property  or 
financial  claims  that  do  not  fall  within  the  other  categories.  The 
average  distribution  of  assets  of  the  milk  distributing  cooperatives  is 
shown  in  figure  8. 

"Current  Liabilities"  are  liabilities  *hich  must  be  met  within  one  year 
or  less.  The  only  "Long-Term  Liabilities"  shown  on  table  7  are  the 
balances  that  will  be  due  on  loans  from  lending  institutions  at  the  end 
of  each  cooperative's  next  fiscal  year. 

"Patrons'  Equities"   represent    the      amounts  of  capital  suppliedby 
producer-patrons  and,  to  a  limited  extent,  by  persons  outside  the  cooper- 
ative who  have  loaned  money  simply  as  an  investment.     Included  in  the 
capital  supplied  by  patrons  are  current  patronage  refunds,  and  portions 
of  patronage  refunds  for  earlier  years  that  were  not  paid  out  in  cash, 
and  capital  supplied  under  other  phases  of  the   cooperatives  financing 
programs.     Equities  of  non-patrons  are  evidenced  by  preferred  stock  or 
other  certificates  but  are  very  small  for  this  group  of  associations. 
For  most  of  the  cooperatives,   the  figure  shown  on  table  7  actually 
represents  patrons'  equities  only.    For  that  reason,  the  term  "Patrons' 
Equities"  is  used  rather  than  "Patrons     and  Investors'  Equities." 
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PERCENT 
20 


MACHINERY  AND  EQUIPMENT 

BUILDINGS* 

CASH 

LAND 

INVENTORIES- 
PRODUCTS  AND  SUPPLIES 

INVESTMENTS 

ACCOUNTS  AND 
NOTES  RECEIVABLE 

OTHER 

•purchase  value 


note:    based  on  annual  audit  reports  of  the  coop.erati ves 

FIGURE  8:     AVERAGE  DISTRIBUTION  OF  ASSETS,  FISCAL  YEARS  ENDED  BETWEEN 
JULY  1,   1946,  AND  JUNE  30,   1947,  OF  DAIRY  COOPERATIVES 
DISTRIBUTING  MILK  IN  GEORGIA,  APRIL  1947 


ASSOCIATION 
NUMBER* 


DAILY  MILK 
VOLUME0 

POUNDS 


INVESTMENT  PER  POUND  OF  MILK  HANDLED  DAILY 

30 


DOLLARS 
20 


1 

2,1  00 

2 

3,900 

3 

1  5,500 

4 

29,400 

5 

4,800 

6 

1  6,200 

7* 

4,400 

8A 

55,400 

ALL  ASSOCIATIONS 

ASSOCIATIONS  OWNING 
LAND  AND  BUILDINGS 


40 


ASSETS 

FIXED  ALL 
OTHER 


■•.•.•".•.'••.•.•J 


NOTE:   BASED  ON   RECORDS  OF  THE  COOPERATIVES 


025839-849 


•NUMBERS   IN  THIS  FIGURE  DO  NOT  REFER  TO  THE  SAME  ASSOCIAMUNS  AS  DO  THE  NUMBERS   IN  TABLES. 

•NOT   INCLUDING  MILK  RECEIVED  FROM   SOURCES  OTHER  THAN   INDIVIDUAL  PRODUCERS. 

ADOES  NOT  OWN   EITHER  BUILDING   IN  WHICH  MILK   IS  PROCESSED  OR  THE  LAND   IT  OCCUPIES. 

FIGURE  9:  INVESTMENTS  (TOTAL  ASSETS  AT  COST)  PER  POUND  OF  MILK  HANDLED 
DAILY  FOR  PATRONS  OF  DAIRY  COOPERATIVES  DISTRIBUTING  MILK  IN 
GEORGIA,  APRIL  1947 
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The  financial  tables  in  this  report  were  prepared  to  conform  with 
accepted  principles  of  accounting.  Questions  may  arise  as  to  the  nature 
of  certain  items  entered  in  table  7,  however.  Under  "Fixed  Assets, 
Machinery  and  Equipment,"  are  included  office  furniture  and  fixtures, 
delivery  equipment,  and  cases  and  cans,  in  addition  to  plant  machinery 
and  equipment.  Leasehold  improvements ,  where  such  have  been  made,  are 
included  in  "Other  Fixed  Assets." 

If  value  is  given  to  the  businesses  turned  in  by  producer-distributors 
when  they  joined  the  cooperative,  it  is  included  in  "Other  Assets, 
Miscellaneous • " 

Under  "Current  Liabilities,"  the  "Amounts  Payable-Patrons"  includes  the 
amounts  due  producers  as  current  advance  payments  for  milk ' received  and 
also  relatively  small  amounts  due  haulers  when  the  cooperative  makes  the 
deductions  as  a  service  to  patrons.  "Accrued  Liabilities"  includes  such 
items  as  bottle  deposits  and  withholding  tax,  and  "Other  Current  Liabili- 
ties" unredeemed  milk  tickets  or  coupons  and  miscellaneous. 

The  amounts  of  assets  and  liabilities  that  each  cooperative  had  per 
gallon  of  milk  received  from  individual  producers  is  shown  in  table  8. 
There  is  a  definite  correlation  between  volume  and  investment.  As  might 
be  expected,  the  cooperative  with  the  largest  volume  of  milk  received 
from  producers  had  the  smallest  amount  of  "Total  Assets"  per  gallon. 
The  cooperative  with  the  smallest  volume  of  receipts  from  producers  had 
the  largest  amount  of  "Total  Assets"  per  gallon.  The  correlation  is  not 
perfect  throughout,  however,  due  to  the  existence  of  certain  variables 
such  as  owning  versus  leasing  of  facilities,  and  the  general  level  of 
local  real  estate  values. 

Furthermore,  purchases  of  dairy  products  from  other  organizations  are 
not  included.  Cooperatives  3  and  7  (table  8)  appear  to  have  had  rather 
large  amounts  of  assets  and  liabilities  per  gallon  of  milk  handled  but 
both  purchased  relatively  large  quantities  of  dairy  products.  The  table 
is  of  value,  however,  in  that  the  averages  for  the  cooperatives  give  the 
approximate  requirements  of  similar  associations  of  moderate  size. 
Investment  per  pound  of  milk  handled  daily  is  shown  graphically  in 
figure  9. 

The  relationship  of  "Current  Assets"  to  "Current  Liabilities"  is  a 
measure  of  the  current  solvency  of  the  business.  The  "Current  Assets" 
are  needed  for  other  purposes  than  payment  of  debts  and  should,  there- 
fore, exceed  "Current  Liabilities."  It  is  normally  considered  adequate 
to  have  $2  in  current  assets  for  each  $1  in  current  liabilities.  During 
the  present  period  of  high  operating  costs,  it  may  be  desirable  to  have 
an  even  higher  ratio.  Only  one  of  the  9  cooperatives  in  Georgia  equalled 
or  exceeded  the  goal  of  a  2  to  1  ratio  (table  9) .  Three  associations 
did  not  have  even  a  1  to  1  ratio.  As  shown  by  the  last  column  of  table 
9  this  meant  that  "Current  Liabilities"  exceeded  "Current  Assets"  for 
those  associations.  Although  they  needed  working  capital,  they  had 
operated  for  such  brief  periods  that  it  was  not  at  all  surprising  that 
they  had  not  yet  achieved  financial  stability. 
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Table  8.  -  Comparative  balance  sheets,  per  unit  of  volume  handled,  fiscal  years  ended  between  July  1, 1946  and 
June  30,  1947  of  dairy  cooperatives  distributing  milk  in  Georgia,  April  1947 


PARTICULARS 

AMOUNT  PER  GALLON  OF  MILK  RECEIVED  FROM   INDIVIDUAL  PRODUCERS3 

ASSOCIATION  NUMBER" 

SIMPLE 
AVERAGE 

o 

8 

ASSETS 

Current  assets: 
Inventories: 

Investments : 

Stock  -  Columbia  Bank  for  Cooperatives.  . 

Fixed  assets: 
Other  assets: 

.0068 
.0395 
- 

.0101 
.0576 

.0117 
.0597 
.0014 

,0043 
.0177 

.0817 
.0418 
.0048 

.0017 
.0184 
.0300 

.0563 
.0265 
- 

.  0085 
.0200 
.0001 

UOLLutS 

.0289 
.0002 
.0014 

.0436 
.0365 

' .0713 
.0417 
- 

.0016 

.0944 
.0561 

.0083 
.0036 

.0861 
.0492 
.0001 

.0019 
.0053 

.0546 
.0393 
.0010 
.  0003 

.0100 
.0191 
.0038 

.  1140 

.0948 

.1784 

.  1114 

.1046 

.  1146 

.  1645 

.1426 

.  1281 

.0077 

.0120 

.0205 

.0646 
.0010 

- 

.0064 

.0120 
.0003 

.0059 
.0018 

.0081 
.0080 
.0004 

.0077 

.0120 

.0205 

0656 

.0064 

.0123 

.0077 

.0165 

.0240 
mm 
.2896 
.0060 

.0115 
.2085 

.0183 

7777 

.3768 

.0238 

.0941 
.0178 

.  1085 

.  1690 
.0141 

.0255 
.1158 

.  0140 

.1838    |  .0319 
.2110    J  .1495 

.0282 
.1039 
.2018 
.0047 

.4197 

.  3548 

.  6223 

.  1357 

.  3825 

.  2038 

.4088    I  .1814 

.3386 

.  1623 

.0245 

.0550 

.0924 

.0795 

.0128 

.0382 

.0397 

.0630 

.2574 

.  3303 

.5673 

.0433 

.3030 

.1910 

.3706 

.  1417 

.2756 

.0035 
- 

.0114 

.0131 
.0012 

.0027 

.0088 
.0026 

.0013 
.0007 
.0021 
- 

.0033 

.0037 
.0037 

.0006 

•.  0023 
.0216 

.0030 

.0123 
.0003 

.0007 
.0001 
.0011 
.0014 

.0029 
.0001 
.0059 
.0038 

.0035 

.0257 

•  0141; 

.0041 

.0107 

.0245 

.0156 

.0033 

.0127 

.3826 

.4628 

.  7803 

.2244 

.4183 

.3  365 

.5630 

"  . 2953 

.4329 

LIABILITIES  AND  EQUITIES 
Current  liabilities: 

Long-term  liabilities: 

Patrons'  equities : 

Capital  stock,  certificates,   reserves. . . 

.0058 
.0531 

.0702 
.0189 
.0307 

.  UU*rO 

.0701 
.0811 
.0387 

ni  C  1 
.  U  1  j  1 

.0025 

.0052 
.0342 

.  0008 

.0321- 

.0146 

.0369 

fififtfi 

•  UU  oo 

.0004 

.0329 
.0136 
.0734 

.0063 

.0646 
.0292 
.  0236 
.0149 
.0131 

.0249 
.0295 
.0435 
.0050 

.03o9 
.0247 
.0418 
.  0092 
.0029 

.0738 

.  1244 

.2075 

.0459 

.0928 

.  1311 

.1454 

.  1029 

.1155 

.  1748 

.3376 

.0817 

.  1299 

.0483 

.0965 

.0738 

.2992 

.5451 

.0459 

.0928 

.2128 

.2753 

.  1512 

.2120 

.3088 

.  1636 

.2352 

.  1785 

.3255 

.  1237 

.2877 

.  1441 

.2209 

.3826 

.4628 

.7803 

.2244 

.4183 

.3365 

.5630 

.  2953 

.4329 

aGallonage  figure  does  not  include  purchases  of  dairy  products  from  proprietary  or  cooperative  organizations;  Includes  receipts  from  Individ- 
uals of  Grade  A" whole  milk,  Grade  B  whole  milk,  and  milk  equivalent  of  farm-separated  cream. 
Numbers  in  this  table  refer  to  the  same  associations  as  the  numbers  In  tables  7  and  9  to  13  in  this  report. 


Source:     Baaed  on  annual  audit  reports  of  the  cooperatives . 
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Table  9.  -  Financial  ratios  and  amount  of  working  capital,  fiscal  years 
ended  between  July  1,  1946,  and  June  30,  1947,  of  dairy  cooperatives 
operating  plants  in  Georgia,  April  1947 


ASSOCIATION 

N  1 1  MR  F  Ra 

RATI  OS 

WORKING  CAPITAL 
(CURRENT  ASSETS 
LESS  CURRENT 
LI ABI LITI ES) 

CURRENT  ASSETS 
TO 
CURRENT 
L 1 A8 1 L 1 T 1 ES 

PATRONS'  EQUITIES 

TO 
TOTAL 
LIABILITIES 

TO 

NET  FIXED 
ASSETS 

$1.55  to  1 
.76  to  1 
.86  to  1 
2.42  to  1 
1.13  to  1 
.87  to  1 
1.13  to  1 
1.39  to  1 
1.76  to  1 

$4.19  to  1 
.55  to  1 
.43  to  1 

3.88  to  1 

3.51  to  1 
.58  to  1 

1.04  to  1 
.95  to  1 

2.65  to  1 

$1.20  to  1 
.50  to  1 
.41  to  1 
4.12  to  1 
1.07  to  1 
.65  to  1 
.78  to  1 
1.02  to  1 
1.50  to  1 

$26,432.41 
(4,422.84)  b 
(2,560.4l)b 
153,783.80 
14,610.08 
(ll,329.70)b 
3, 188.25 
7,395.64 
43,568.56 

95  

Weighted  average.. 

1.42  to  1 

2.11  to  1 

1.27  to  1 

23,387.15 

Numbers  In  this  table  refer  to  the  same  associations  as  the  numbers  In  tables  7  and  8  and  10 
to  13  In  this  report. 

Deficit,  amount  by  which  current  liabilities  exceeded  current  assets. 
cThe  milk  receiving  association. 


Source:     Based  on  annual  audit  reports  of  the  cooperat ives . 


If  the  cooperative's  "working  capital"  does  not  exceed  long-term  liabil- 
ities, interest  on  and  amortization  of  debts  may  become  burdensome .  The 
association  may  not  have  enough  working  capital  to  meet  current  need£ . 
Four  of  the  cooperatives  were  in  strong  positions  in  respect  to  working 
capital  and  a  fifth  had  only  slightly  less  than  its  long-term  liabilities 
(tables  7  and  9)  . 


It  is  desirable  to  have  "Patrons'  Equities"  exceed  "Total  Liabilities" 
by  about  2  to  1.  That  relationship  indicates  the  extent  to  which  the 
cooperative  is  financed  by  owner  capital  and  by  borrowed  capital. 
Financial  structures  of  four  of  the  cooperatives  more  than  met  this  test 
and,  as  a  group,  the  entire  nine  associations  were  in  a  satisfactory 
position . 

The  ratio  of  "Patrons'  Equities"  to  "Fixed  Assets"  is  perhaps  less 
significant  than  the  other  two  ratios  described  but  does  show  whether  or 
not  patrons  are  providing  some  of  the  working  capital  needed  by  their 
cooperative.  If  fixed  assets  exceed  patrons'  equities,  it  is  usually  an 
indication  of  high  fixed  charges.     During  periods  of  price  declines,  such 
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fixed  charges  may  become  a  serious  financial  burden.  The  ratio  of 
patrons'  equities  to  fixed  assets  also  indicates  a  cooperative's  ability 
to  pay  off  its  creditors  in  case  of  dissolution.  For  an  operating 
organization,  it  is  therefore  a  measure  of  ability  to  borrow  at  reason- 
able rates.  A  ratio  of  1.5  to  1  is  often  considered  adequate.  Only  two 
of  the  associations  met  this  standard. 


In  summary  of  the  ratio  analysis,  it  may  be  noted  that  the  financial 
structures  of  most  of  the  cooperatives  do  not  come  up  to  accepted 
standards.  As  stated  earlier,  however,  this  is  not  surprising  nor  should 
it  be  interpreted  to  mean  that  the  growth  of  dairy  cooperatives  in  the 
State  has  been  unsound.  On  the  contrary,  if  any  one  of  them  should  dis- 
continue operations  at  some  future  date,  it  is  not  likely  to  be  the 
result  of  a  currently  existing  financial  weakness. 


OPERATING  COSTS 

The  most  recent  annual  operating  statements  of  the  cooperatives  are 
summarized  in  table  10.  The  "Gross  Realization"  is  the  total  amount  of 
money  received  by  the  cooperative  for  dairy  products  sold  and  services 
rendered,  after  an  adjustment  has  been  made  for  changes  in  inventories. 


The  "Other  Receipts"  include  all  miscellaneous  receipts  of  capital. 
Association  number  9,  the  milk  receiving  cooperative,  has  a  very  large 
figure  for  "Other  Receipts"  as  a  result  of  the  exceptionally  large  volume 
of  feed  it  handles.  "Patronage  Refunds"  include  all  current  refunds 
made  in  cash,  stock,  certificates,  or  book  credits. 

The  "Patronage  Refunds  as  proportion  of  Gross  Realization"  is  comparable 
in  some  respects  to  the  "percentage  of  profit"  for  a  non-cooperative 
concern.  It  is  in  direct  contrast,  however,  with  respect  to  prospective 
utilization.  Of  the  three  associations  whose  savings  were  less  than  5 
percent  of  their  "Gross  Realization,"  two  are  rather  recently  organized 
distributing  cooperatives  and  the  other  is  the  milk  receiving  cooperative. 

The  distribution  of  each  dollar  received  for  milk  marketed  by  the  group 
of  milk  distributing  cooperatives  is  illustrated  in  figure  10.  This 
indicates  that  a  rather  high  proportion  of  the  sales  dollar  received  by 
the  cooperatives  is  passed  on  to  the  farmers. 


In  making  operating  cost  comparisons  on  the  basis  of  "expense  per  pound 
of  milk  received  from  individual  patrons,"  some  distortion  of  relation- 
ships arises  because  pur chases  of  dairy  products  from  other  organizations 
vary  cons iderably  in  relative  importance  among  the  associations.  Not  all 
the  cooperatives  summarize  the  quantities  purchased  and  therefore  oper- 
ating costs  cannot  be  calculated  readily  on  a  basis  to  include  all 
quantities  of  milk  solids  actually  handled  by  each  cooperative.  The 
effect  of  the  distortion  is  that,  insofar  as  other  things  are  equal,  the 
cooperatives  having  the  larger  purchases,  in  relation  to  their  total 
volumes,  appear  to  have-  the  higher  costs  but  larger  net  savings  per  unit 
of  product. 
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CENTS 


BASED  ON   ANNUAL   AUDIT   REPORTS  OF  THE  COOPERATIVES  025839-10 

FIGURE  10:     APPROXIMATE  DISTRIBUTION  OF  EACH  DOLLAR  RECEIVED  FOR  MILK 
MARKETED  BY  8  MILK  DISTRIBUTING  COOPERATIVES  IN  GEORGIA, 
FISCAL  YEARS  ENDED  BETWEEN  JULY  1,   1946* AND  JUNE  30,  1947 
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Other  factors  also  are  significant.  As  shown  in  table  11,  association 
number  7  had  relatively  large  savings  per  gallon  of  milk  but  that  cooper- 
ative actually  had  rather  large  purchases  of  dairy  products.  However, 
association  number  3  (table  11)  also  had  relatively  large  purchases  but 
does  not  appear  to  have  been  one  of  the  most  efficient..  As  a  matter  of 
fact,  it  is  one  of  the  youngest  cooperatives  in  the  group  and  has  not 
yet  had  time  to  achieve  the  same  level  of  efficiency  as  some  of  the 
older  and  larger  cooperatives.  Association  number  1  (table  11)  makes 
substantial  purchases  but  has  achieved  a  rather  high  level  of  efficiency. 

The  "Gross  Realization"  gives  some  indication  of  the  quantitative  import- 
ance of  purchases  of  dairy  products.  All  associations  having  gross 
realizations  over  one  dollar  per  gallon  had  relatively  large  outside 
purchases • 

Further  details  with  respect  to  operating  expenses  are  presented  in 
table  12.  "Processing  Expense-Supplies"  includes  the  cost  of  dairy 
products  purchased  from  other  organizations  but  not  the  value  of  milk 
received  from  individual  producer-patrons.  It  also  includes  non-dairy 
food  supplies  such  as  sugar  and  chocolate  flavoring,  in  addition  to  plant 
supplies  for  processing  purposes.  The  "Processing  Expense-Other" 
includes   rent    and  freight  expense. 

The  "Selling  and  Distributing  Expense"  includes  sales  at  the  plant,  over 
counters,  through  dairy  stores,  and  through  wholesale  and  retail  routes. 
"Salaries  and  Commissions"  includes  bonuses.  The  "Other1'  expense 
includes  garage  and  store  supplies,  store  utilities,  rent,  and  insurance . 
The  "Administrative  and  General  Expense-Other"  includes  rent,  taxes,  and 
unallocated  travel  and  entertainment  expense. 

All  9  Georgia  cooperatives,  both  exempt  and  non-exempt,  pay  taxes  of 
various  kinds.  The  smallest  cooperative ,  in  terms  of  receipts  from 
individual  producers,  has  applied  for  exemption  from  payment  of  Federal 
income  taxes  but  last  year  paid  other  taxes  at  the  rate  of  over  1  cent 
per  gallon. 


Operating  costs,  on  the  basis  of  receipts  from  individual  producers,  are 
summarized  in  table  13.     Processing  costs  per  gallon  were  lowest  for  one 
of  the  small  cooperatives  but  other  small  associations  had  high  costs. 
Some  distortion  due  to  purchases  of  dairy  products  exists  in    table  13 
as  well  as  tables  8  and  11,  however. 

Two  of  the  small  cooperatives  had  the  lowest  per  unit  costs  under 
"Selling  and  distribution  Expense."  "Administrative  and  General 
Expense,"  however ,  was  relatively  high  for  the  several  small associations . 

The  foregoing  comments  might  be  interpreted  to  mean  that  the  cooperatives 
with  the  smallest  volumes  tend  to  be  the  most  efficient.  Such  a  conclu- 
sion would  be  unwarranted.  Association  number  2  has  a  small  volume  and 
had  low  unit  costs    (table  13)  but  also  had  low  savings  as  a  percentage 
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of  total  gross  realization  (table  10) •  The  larger  cooperatives  have 
more  complex  competitive  conditions  and  methods  of  distribution,  and 
generally  operate  in  larger  cities  with  higher  labor  and  real  estate 
cost  s • 

Although  there  is  some  indication  that  the  older  and  larger  cooperatives 
have  been  able  to  achieve  the  greatest  savings  per  gallon  of  milk 
handled,  the  series  of  financial  tables  do  not  offer  conclusive  evidence 
of  a  definite  operating  advantage.  The  number  of  associations  is  too 
few  and  the  conditions  under  which  they  operate  are  too  varied.  However, 
the  tables  do  offer  standards  by  which  similar  cooperatives,  either  now 
active  or  proposed,  can  measure  the  efficiency  of  their  own  businesses 
or  estimate  costs  of  anticipated  operations. 

RELATIONS  WITH  PRODUC  ER- PATRONS 

Only  one  dairy  cooperative  in  Georgia  restricts  its  business  to  member- 
producers  but  in  no  association  does  theinonmember  business  represent  as 
much  as  half  the  total  business.  Among  the  eight  cooperatives  permitting 
nonmember  business,  that  done  with  members  ranges  in  proportion  to  the 
total  business  from  60  percent  to  almost  100  percent.  For  two  associ- 
ations it  is  slightly  over  60  percent,  for  five  others  it  is  from  80  to 
90  percent,  and  for  one  association  it  is  almost  100  percent.  For  the 
entire  group  of  9  cooperatives,  about  83  percent  of  the  business  with 
individual  producer-patrons  is  with  members. 

The  number  of  producers  patronizing  these  cooperatives  is  summarized  in 
table  14.  To  only  a  limited  extent  are  the  numbers  indicative  of  total 
volume  of  business  and  proportion  with  members  and  nonmembers. 


Table  14.  -  Number  of  member  and  nonmember  patrons  of  dairy  cooperatives 
operating  plants  in  Georgia,  April  1947 


TOTAL 

ASSOCIATION  NUMBER3 

MEMBERS 

NONMEMBERS 

PRODUCER- 

PATRONS 

230 

69 

299 

92 

0 

92 

14 

45 

59 

41 

7 

48 

18 

29 

47 

35 

6 

41 

6 

5 

11 

7 

1 

8 

5 

3 

8 

448 

165 

613 

aNumbers  in  this  table  do  not  refer  to  the  same  associations  as  do  the  numbers  in  other  tables 
in  this  report. 


Source:    Based  on  records  of  the  cooperatives. 
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No  dairy  cooperative  in  Georgia  has  patronage  as  the  only  requirement  for 
membership.  In  all,  the  approval  of  the  board  of  directors  and  the  ful- 
filling of  conditions  specified  by  the  board  are  required.  All  but  one 
of  the  cooperatives  require  an  applicant  for  membership  to  sign  a  market- 
ing agreement.  Two  cooperatives  also  require  all  nonmembers  to  sign 
marketing  agreements. 


At  the  time  the  field  survey  for  this  study  was  conducted,  two  cooper- 
atives were  not  accepting  additional  producer-patrons.  Another  associ- 
ation accepted  the  patronage  of  additional  producers  as  nonmembers  but 
did  not  permit  them  to  become  members. 


Most  of  the  usual  methods  of  maintaining  contact  with  producer-patrons 
are  not  used  by  these  dairy  cooperatives.  Direct  personal  contacts 
between  management  and  producers  occur  regularly  among  the  smaller 
associations  but  are  less  frequent  among  the  larger  ones. 


For  most  of  the  members  of  the  cooperatives,  the  annual  (^meeting  seems  to 
have  become  a  necessary   chore  rather  than  an  occasion  to  anticipate. 
Well  planned  meetings  can  contribute  a  great  deal  to  the  education,  and 
interest  of  producers  and  also  to  the  stability  of  the  organization. 1 1 


None  of  the  cooperatives  has  a  periodical  newsletter  or  other  publication 
for  patrons.  Several  have  issued  circular  letters  at  infrequent  and 
irregular  intervals.  Regular  contacts  with  patrons  are  needed  to  let 
them  know  what  their  cooperative  is  doing  and  also  to  help  them  under- 
stand its  possibilities  and  limitations.  A  well  informed  membership 
tends  to  become  a  loyal  membership. 


Educational  programs  directed  toward  young  people  ,on  farms  are  major 
activities  of  a  number  of  dairy  cooperatives  in  other  States  but  no 
Georgia  association  has  such  a  program.  The  young  people  of  today  are 
the  prospective  members  of  tomorrow.  A  forward-looking  management  should 
prepare  them  to  perform  their  duties  capably  and  to  appreciate  the  value 
of  the  cooperative  they  may  eventually  join. 

In  addition  to  marketing  patrons'  milk,  all  the  cooperatives  engage  in 
some  activities  of  a  service  nature.  Included  are  such  diverse  oper- 
ations as  purchasing  feed,  handling  farm  production  supplies,  and 
providing  representation  at  industry  and  cooperative  meetings. 


Five  of  the  cooperatives  handle  feed  purchases.  Four  receive  feed  from 
a  cooperative  at  Atlanta  and  the  fifth  buys  from  a  proprietary  concern.12 

i:LSee  Hyre,  French  M.  Making  the  most  of  your  co-op  annual  meeting.  F.C.A.  Misc.  Report  92. 
,,28  PP.  1945. 

zThe  fifth  association  transferred  Its  business  to  the  Atlanta  cooperative  shortly  after  the 
field  survey  for  this  report  was  completed. 
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In  four  instances  the  association  acts  as  a  purchasing  agent  only  and 
producers  desiring  feed  obtain  it  at  cost  direct  from  the  railroad  cars 
in  which  it  was  shipped.  The  cooperative  at  Eatonton  operates  a  feed 
warehous  e . 


Four  cooperatives  handle  relatively  small  quantities  of  farm  production 
supplies.  The  business  is  performed  at  cost  and  thus  no  savings  have 
been  available  for  allocation. 

During  recent  years,  interest  in  group  hospitalization, and  group  life 
insurance  plans  for  members  has  increased  considerably  in  many  areas. 
In  Georgia,  two  dairy  cooperatives  have  adopted  a  group  plan  and  two 
more  are  considering  similar  plans. 

MANAGEMENT 

In  the  broadest  sense  of  the  word,  management  of  a  cooperative  means  all 
those  who  collectively  control  the  business.     This  includes  the  entire 
membership  and  all  supervisory  employees  but  generally,  however,  it  is 
interpreted  to  include  only  the  board  of  directors  and  the  supervisory 
employees . 


Each  of  five  dairy  cooperatives  in  Georgia  has  a  board  of  directors 
consisting  of  five  members.  One  association  has  six  members,  one  has 
seven,  one  has  nine,  and  one  has  18  members  on  its  board  of  directors. 


All  managers  of  the  cooperatives  are  employed  on  a  full-time  basis.  With 
but  one  exception,  they  are  paid  fixed  salaries  and  no  commissions.  The 
general  income  level  of  the  group  compares  favorably  with  that  of 
employees  of  comparable  associations  in  other  areas,  insofar  as  limited 
information  on  other  areas  permits  comparisons. 

In  April  1947,  the  managers  then  employed  had  served  their  respective 
cooperatives  from  2  months  to  11  years,  or  an  average  of  about  3  years. 
This  compared  with  a  range  in  age  of  associations  of  from  1  to  17  years 
and  an  average  of  slightly  over  7  years. 

Education  and  experience  of  the  managers  is  varied.  Three  had  no 
previous  experience  or  training  in  the  dairy  industry  or  with  cooper- 
atives, two  were  promoted  from  subordinate  positions  within  the  associ- 
ation, two  had  been  employed  in  dairy  plants  operated  by  proprietary 
organizations,  and  one  had  been  a  salesman  for  a  dairy  equipment  concern. 

Little  attention  is  given  by  the  cooperatives  to  training  persons  to 
assume  the  responsibilities  of  management  when  the  present  managers 
leave.  It  appears  that  some  comprehensive  long-range  program  is  needed 
to  acquire  and  retain  competent  administrative  employees. 
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EMPLOYEE  RELATIONS 

None  of  the  cooperatives  has  employees  hauling  milk  from  farms  to  its 
plant.  The  number  and  classification  of  those  working  for  the  distri- 
buting cooperatives  is  presented  in  table  15.  The  single  milk  receiving 
association  had  only  18  employees,  despite  the  large  volume  of  milk 
handled,  because  of  the  relative  simplicity  of  its  plant  operations  and 
distribution. 


Table  15.   -  Number  of  employees,   according  to  work  performed,   of  milk 
distributing  cooperatives  operating  plants  in  Georgia,  April  1947 


WORK  PERFORMED 

ASSOC  1  ATI 0Na 

TOTAL 

1 

2 

3 

5 

6 

7 

8 

51 

30 

10 

11 

4 

3 

2 

2 

113 

80 

103 

31 

34 

7 

10 

6 

3 

274 

5 

4 

4 

2 

2 

2 

2 

2 

23 

9 

3 

6 

3 

1 

3 

1 

2 

28 

145 

140 

51 

50 

14 

18 

11 

9 

438 

aNurabers  Indicate  relative  size  of  associations  In  terms  of  dally  average  receipts  of  milk  from 
individual  producers.    Number  1  is  the  largest  association  and  others  are  numbered  accordingly. 

Source:     Based  on  reports  from  the  cooperatives. 

The  number  of  employees  tends  to  increase  as  the  volume  of  milk  received 
increases.  Differences  in  operations  also  are  a  factor.  Cooperatives 
operating  stores  and  dairy  bars  have  relatively  more  distribution 
employees  for  the  volume  of  milk  handled  than  do  cooperatives  selling 
only  through  wholesale  and  retail  routes. 

Although  association  number  6  (table  15)  receives  less  milk  from  producers 
than  does  association  number  5,  its  average  daily  sales  are  about  70  per- 
cent larger.  This  reflects  higher  wholesale  and  retail  prices  per  unit 
of  product  and  also  proportionately  larger  purchases  of  dairy  products 
from  suppliers  other  than  individual  producers.  Therefore,  the  numbers 
of  employees  required  are  even  more  closely  related  to  volume  than 
indicated  by  table  15. 

Bases  for  paying  milk-route  drivers  vary  considerably  among  the  cooper- 
atives. Of  the  seven  cooperatives  having  both  wholesale  and  retail 
routes,  three  associations  pay  on  a  straight  salary  basis,  three  pay 
commission  only,  and  one  pays  on  the  basis  of  salary  plus  commission. 
Three  out  of  the  four  largest,  in  terms  of  dollar  volume  of  business,  use 
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the  commiss ion-only  system.  One  of  those  paying  its  milk  route  drivers 
on  a  straight  salary  basis  pays  a  specialized  ice  cream  route  driver  a 
salary  plus  commission.  Two  of  the  three  cooperatives  using  the  com- 
ission-only  bast's  guarantee,  drivers  a  definite  minimum  amount  of  money 
for  each  pay  period. 

i 

(Four  of  the  nine  dairy  cooperatives  have  plans  for  annual  bonuses  to 
employees.  All  are  distributing  cooperatives  and  include  four  out  of  the 
jfive  largest  associations,  in  terms  of  dollar  volumes  of  business,  of 
that  type.  Bonuses  under  two  of  the  plans  are  based  on  the  individual's 
length  of  service  and  amount  of  pay.  Bonuses  paid  to  employees  by 
another  cooperative!  bear  no  relation  to  length  of  service  or  pay  but  are 
determined  solely  by  the  type  of  work  performed.  For  example,  all  route 
drivers  get  the  same  amount.  For  the  fourth  cooperative  using  a  bonus 
plan,  length  of  service  is  the  sole  factor  determining  the  amounts  paid 
|to  individuals, 
i 

|None  of  the  cooperatives  use  a  share-the-savings  plan  to  determine!  the 
itotal  amount  available  for  payment  to  employees  in  the  form  of  bonuses . 
The  boards  of  directors  determine  annually  the  amounts  and  methods  of 
payment  on  the  basis  of  current  and  anticipated  business  conditions. 

The  movie  is  an  effective  medium  for  education  of  both  employees  and 
members.  Only  one  of  the  dairy  cooperatives  in  Georgia  owns  movie 
equipment . 1 3 

Five  of  the  nine  dairy  cooperatives  have  obtained  group  life  or  hospital- 
ization insurance  for  employees.  In  March  1947,  a  sixth  cooperative  was 
considering  a  plan  of  that  nature.  The  remaining  three  cooperatives  are 
among  the  youngest  of  the  group  and  may  eventually  adopt  group  insurance 
plans • 

Very  little  is  done  by  any  of  the  associations  with  respect  to  organized 
recreation  for  employees.  Several  have  infrequent  picnics,  barbecues, 
or  dinners  but  only  one  has  a  team  of  employees  competing  with  similar 
groups  from  other  organizations. 

RELATIONS  WITH  OTHER  COOPERATIVES 

Most  of  the  cooperatives  have  bought  or  sold  quantities  of  dairy  products 
produced  by  other  Georgia  associations.  None  of  them  has  a  continuing, 
year-round  agreement,  however.  A  sale  occurs  when  one  cooperative  has 
surplus  milk  and  another  can  use  it  in  some  form  that  will  net  it  a 
higher  return  than  the  first  cooperative  could  realize.  The  Georgia 
associations  also  have  purchased  dairy  products  from  cooperatives  that 
maintain  their  principal  places  of  business  outside  of  Georgia.  Land 
O'Lakes  Creameries,  Inc.,  of  Minneapolis,  maintains  a  branch  office  in 
Atlanta  to  receive  and  distribute  dairy  and  poultry  products.  Other 
out-of-State  cooperatives  sell  through  local  brokers  in  Georgia. 

13A  series  of  3  films  entitled  "Snail  Milk  Plant  Operation"  is  distributed  on  a  loan  basis  or 
at  low  cost  by  the  U.  S.  Public  Health  Service.  Other  educational  films  are  available  from 
other  sources. 
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Modern  tan k  trucks  are  used  to  transport  milk  from,  the  Eatonton  Cooperative  to  other  dairy  plants. 


No  association  is  a  member  of  another  dairy  cooperative  nor  does  any 
association  have  a  cooperative  of  any  kind  as  a  member. 

Five  of  the  dairy  cooperatives  are  farm  supply  patrons  of  The  Cotton 
Producers  Association  at  Atlanta.  The  dairy  cooperatives  receive  feed 
in  carload  lots  and  make  advance  payments  to  the  Cotton  Producers.  At 
the  end  of  the  year,  the  farmers'  purchasing  association  credits  the 
dairy  cooperatives  with  their  proportionate  shares,  as  determined  on  a 
patronage  basis,  of  the  savings  from  its  feed  operations. 

One  other  dairy  cooperative  maintains  close  relationships  with  a  local 
feed  cooperative.  The  latter  handles  other  dairy  farm  production  supplies 
and  also  some  plant  supplies  used  by  the  dairy  cooperative. 

The  Georgia  Cooperative  Council  is  an  organization  of  farmers'  marketing, 
purchasing,  and  service  cooperatives.  It  provides  associate  memberships 
for  general  farm  organizations,  and  public  agencies  interested  in 
farmers'  cooperative  activities.  It  is  primarily  an  educational  organ- 
ization but  is  also  interested  in  legislation  helpful  to  cooperatives 
generally.   Six  of  the  nine  dairy  cooperatives  are  members. 

Two  of  the  largest  dairy  cooperatives  in  Georgia  are  members  of  the 
National  Cooperative  Milk  Producers '  Federation.  The  Federation  is  an 
organization  to  promote  the  interests  of  dairy  cooperatives  at  the 
national  level.  It  functions  primarily  as  an  agency  in  representing  the 
interests  of  dairy  cooperatives  and  their  members  before  the  legislative 
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and  administrative  branches  of  the  Government,  and  as  an  educational 
institution  in  informing  its  .members  in  matters  of  public  policy.  It 
makes  appraisals  for  its  members  of  legislation,  market  conditions,  and 
economic  and  other  factors  that  affect  the  organization  and  operation  of 
dairy  cooperatives. 

FUTURE  OF  THE  COOPERATIVES 

Dairymen  in  Georgia  do  not  have  great  cause  to  fear  financial  failure  of 
their  modern  cooperatives.  Past  experience  indicates,  however,  the  need 
for  teaching  members  the  principles,  practices,  and  benefits  of  cooper- 
ation, if  successfully  operating  cooperatives  are  not  to  become  propri- 
etary firms.  If  membership  education  programs  are  effective,  cooperatives 
are  likely  to  increase  in  number,  membership,  and  volume  of  milk 
handled. 

The  primary  function  of  dairy  cooperatives  in  Georgia  shifted  first  from 
manufacture  of  butter  and  cheese  to  price  bargaining  and  then  to  dis- 
tribution of  market  milk.  No  further  change  is  anticipated  in  the 
immediate  future  but  it  is  quite  possible  that  within  a  relatively  short 
time  several  cooperatives  will  receive  and  process  substantial  quantities 
of  manufacturing  milk. 

OPPORTUNITIES  FOR  NEW  COOPERATIVES 

Seven  dairy  cooperatives  that  were  active  during  April  1947  but  not  yet 
operating  plants  are  listed  in  tab le  1.  All  were  organized  to  pasteurize 
and  bottle  milk  for  local  markets.  The  associations  expected  to  begin 
operations  with  receipts  from  producers  averaging  from  about  500  to  1500 
gallons  of  milk  a  day.  The  plants  will  be  capable  of  handling  from 
about  1000  to  3000  gallons  a  day,  however.  All  or  most  of  the  cooper- 
atives planned  to  secure  sufficient  capital  from  three  sources  - 
producer-patrons,  local  business  interests,  and  the  Columbia  Bank  for 
Cooperatives . 1 

The  experience  of  existing  associations  has  conclusively  demonstrated 
the  ability  of  cooperating  farmers  to  supply  milk  to  consumers  in 
competition  with  other  distributors  and,  at  the  same  time,  effect  sub- 
stantial savings.  Opportunities  exist  for  new  cooperatives  in  the  State 
to  supply  milk  to  consuming  centers. 

In  Georgia  there  are  13  cities  which  in  194015  had  populations  in 
excess  of  10,000  persons  that  are  not  now  served  by  milk  distributing 
cooperatives.  It  seems  likely  that  one  or  more  of  those  cities  might 
support  an  efficient  distributing  association.  On  the  basis  of  milk 
production  (fig.  2)  and  the  present  location  of  cooperatives  (fig.  1) } 
it  would  appear. that  the  greatest  opportunities  for  additional  cooper- 
atives would  be  in  cities  in  northern  Georgia,  particularly  in  the 
northeastern  section. 

ll+Most  of  the  information  on  which  this  paragraph  is  based  was  obtained  from  C.  G.  Garner, 
,  Extension  Economist,  Georgia  Extension  Service. 
^Published  reports  of  the  Bureau  of  the  Census,  U.  S.  Department  of  Commerce. 
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Operating  in  markets  under  regulation  by  the  Georgia  Milk  Control  Board 
means  fixed  margins.  Cooperatives  in  those  markets  would  not  have  to 
worry  about  price  competition  and  should  be  able  to  compete  with  other 
organizations  on  a  quality  and  service  basis.  In  markets  where  prices 
were  not  regulated,  the  cooperatives  might  be  able  to  increase  consump- 
tion by  economically  sound  reductions  in  prices  •» 


The  general  public  is  becoming  increasingly  conscious  of  the  merits  of 
pasteurized  milk.  This,  together  with  producer-distributors  recognizing 
possible  economies  from  merging  their  businesses  into  a  cooperative,  has 
been  a  factor  in  the  development  of  several  dairy  associations  in  Georgia. 
It  is  likely  to  continue  to  play  a  role  in  the  organization  of  additional 
milk  distributing  cooperatives. 

In  addition  to  the  milk  marketing  associations,  there  may  be  opportunities 
for  one  or  more  dairy  breeding  cooperatives.  In  1946,  milk  production 
per  cow  was  about  50  percent  greater  in  the  United  States  as  a  whole  than 
in  Georgia.16  Other  factors  also  may  be  important  but  it  appears 
obvious  that  a  need  exists  for  better  dairy  cows.  The  dairy  breeding 
cooperative,  by  using  the  technique  of  artificial  insemination,  could  be 
an  effective  tool  for  improving  the  quality  of  dairy  herds  and  could 
thereby  increase  the  efficiency  of  milk  production  in  Georgia. 

COOPERATION  AMONG  COOPERATIVES 


Opportunities  exist  for  mutually  beneficial  business  relations  among 
dairy  cooperatives  in  Georgia.  Insofar  as  their  milk  procurement  or 
sales  areas  overlap  there  must  necessarily  be  competition  among  them  for 
both  raw  product  and  sales  outlets.  However,  they  have  many  objectives 
and  programs  that  are  not  purely  competitive  in  nature  and  much  may  be 
done  in  developing  these  by  cooperation  among  the  cooperatives. 


Some  of  the  problems  of  mutual  concern  that  are  not  associated  with  con- 
flicting interests  arid  that  might  be  met  by  concerted  action  are:  (1)  milk 
quality  improvement  on  farms,  (2)  product  quality  control  in  plants, 
(3)  pooling  of  supply  purchases  to  obtain  quantity  discounts,  (4)  dis- 
position of  seasonal  surpluses  of  milk,  (5)  development  of  adequate 
accounts  and  records ,    (6)   employee  training,  and  (7)   membership  education. 


It  is  possible  that  more  and  better  farm  production  supplies,  particularly 
those  not  related  solely  to  dairying,  might  be  obtained  through  farmers' 
purchasing  cooperatives.  Furthermore,  farmers  who  are  conscientious 
members  of  one  type  of  cooperative  can  become  valued  members  of  another. 
Associations  of  all  types  might  wel]  give  attention  to  possible  advantages 
of  closer  relationships  with  other  cooperatives. 

16 Farm  production,  disposition  and  income  from  milk,  1945-46.    U.S.D.A. ,  Bur.  Agr.  Econ.,  8  pp., 
1947  (Processed).    See.  table  7,  p.  6. 
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ANTICIPATED  PROBLEMS 

Sooner  or  later  Georgia  dairy  cooperatives  may  be  confronted  by  declining 
consumer  incomes  and  resulting  lower  returns  per  unit  of  product  handled. 
Prices  in  markets  regulated  by  the  Georgia  Milk  Control  Board  will  not 
be  subject  to  change  by  individual  distributors  but  in  other  markets 
managements  of  cooperatives  will  have  to  determine  at  what  price  levels 
they  can  realize  greatest  net  savings  for  producer-patrons. 

When  the  level  of  advance  payments  to  producers  falls,  membership  ties 
are  apt  to  be  strained.  It  is  important,  therefore,  that  such  ties  now 
be  made  as  strong  as  possible.  This  does  not  imply  legal  bonds  but, 
instead,  recognition  on  the  part  of  members  of  their  joint  economic 
interests.  Such  an  awareness  may  be  achieved  through  educational 
activities  of  several  types.  Periodic  publications  and  carefully 
planned  meetings  may  be  especially  significant.  Both  present  and  pros- 
pective members  need  to  know  the  value  and  limitations  of  their  cooper- 
ative and  should  be  kept  informed  and  interested. 

Competition  with  dairy  products  produced  in  other  States  is  likely  to 
continue  to  increase  in  the  years  ahead. 

Financial  structures  and  methods  of  financing  will  need  to  be  economic- 
ally sound  to  meet  changing  conditions.     Capital  needs  may  be  large  in 
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order  to  provide  the  cooperatives  with  efficient  processing  and  distri- 
buting facilities. 

Some  of  the  smaller  cooperatives  are  particularly  interested  in  increasing 
their  volumes  of  milk  handled  in  order  to  achieve  greater  efficiency  of 
operation.  Some  may  produce  a  greater  variety  of  products  in  order  to 
meet  local  competition. 

f 

Wartime  conditions  increased  the  seasonal  variation  in  quantities  of  milk 
leaving  farms  in  many  areas  throughout  the  Nation.  Some  progress  in 
reducing  this  variation  is  anticipated  in  Georgia  as  a  result  of  educa- 
tional and  price  incentive  programs.  Development  of  dairy  breeding 
cooperatives  may  eventually  contribute  to  that  progress.  Furthermore, 
methods  of  more  efficiently  using  seasonal  surpluses  are  likely  to  be 
devised. 

Other  problems  will  present  themselves.  The  cooperatives  will  need  to 
find  ways  and  means  to: 

(1)  Provide  producers   with  sufficient  incentive  to  ship  milk  of 
uniformly  high  sanitary  quality. 

(2)  Retain  competent  employees,  establish  training  programs  for 
replacements,   and  develop  sound  personnel  policies. 

(3)  Keep  abreast  of  technical  developments  in  the  industry. 

(4)  Revise  organization  forms    and    structures  when  necessary  to 
bring  them  up-to-date . 

(5)  Investigate  possibilities  for   savings   in  milk  procurement 
through  association  supervision  or  control. 

(6)  Meet  increased  competition  from  proprietary  concerns  opera- 
ting in  the  same  market. 

(7)  Secure  dependable  sales  outlets. 

(8)  Distribute    operating  savings   on  a  fair  basis   and  retain 
reasonable    amounts   of  capital    in  the  business. 

(9)  Develop  and  maintain  adequate  systems  of  accounts  and  records. 

(10)     Guard  against  a  tendency  to  drift  into  a  closed,  proprietary 
organizat  ion . 
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